IN TWO SECTIONS 


a 


18 

















QUINQUENNIAL NUMBER 
gx 











CTE pete 


wT 











SMM 


i 





SPECTATOR 


A WEEKLY REVIEW OF INSURANCE 


SECTION 


I 





——rT=——am: a; 














Volume C 
Number 21 


New York and Chicago, Thursday, May 23, 1918 


Four Dollars Yearly 
Single Copies 25 cents 























This Man Must Be 











Financed 














Baling First Crop of Alfalfa in Kiowa County, Oklahoma, May 2, 1918. 





Scott & Blackmer 


-____ Farm Mortgages ——— 





Four Offices in Olclahoma -:- Five Offices in Texas 


= AND | 











Home Office: 
Hobart, Oklahoma 


Every Office 














Right in the Field 











Ce 





SALESMEN WANTED 


TO HANDLE THE BEST QUICK-SELLING 
INSURANCE PROPOSITION IN AMERICA 


Accident and Health .Insurance on the 
Same Plan as Commercial Travelers’ 
Associations 


No Medical Examination Required. 
No Waiting for Commissions. 


Write to ERNEST W. BROWN, 
Sec’y and Treas. 


INTER-STATE BUSINESS 
MEN’S ACCIDENT ASS’N 


Brown Building Des Moines, Iowa 











‘*‘America Fore’’ 


| AMERICAN: EAGLE 
FIRE. “INSURANCE 
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Thoroughly AMERICAN 
JANUARY I, 1918 
CASH CAPITAL ONE MILLION DOLLARS 


Assets = = $3,007,714.32 
Liabilities _ 1,904,131.59 
Policyholders’ Surplus 2; 103,582.73 


Its Management a warranty of Sound 
Relations with Agent and Assured 


The 


AMERICAN EAGLE 
FIRE INSURANCE COMPANY 
OF NEW YORK 
HENRY EVANS, President 


HOME OFFICE: PACIFIC COAST DEPT. 
80 Maiden Lane INSURANCE EXCH. BLDG. 
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Ambitious, productive and trust- 
worthy Life Agents may be 
benefitted by corresponding with 
the 


Berkshire 
Life Insurance 
Company 


of Pittsfield, Mass. 





Incorporatcd 1851 


W.D. WYMAN, 
President 


W.S. WELD, 
Supt. of Agencies 


New Policies with 
modern provisions. 
Attractive Literature 














WORTH KNOWING 


Suppose that you are insured in the United Life and Accident 
Insurance Company of New Hampshire for $5,000 under the 
Company’s Triple Indemnity Plan, what does your Policy 


guarantee to do? 
ANSWER: 


FIRST, it guarantees that in case of death from any 
cause $5,000, the face of the Policy, will be paid. 

SECOND, that in case of death from any ACCIDENT, 
$10,000, or DOUBLE the face of the Policy, will be paid. 

THIRD, that in case of death from certain SPECI- 
FIED accident, $15,000, or THREE TIMES the face of the 
Policy, will be paid 

BUT THIS IS NOT ALL. The Accident Disability Endorsement 
FURTHER guarantees that in case of total disability as a result of acci- 
dental injury, the Company will pay direct to YOU at the rate of $50 PER 
WEEK during such disability, but not to exceed 52weeks, after which the 
weekly indemnity will be at the rate of $25 PER WEEK throughout the 
period of disability. Can insurance do MORE? And WHY should any 
man be satisfied with a policy that would do less? The cost is low. 

Agents wanted in Maine, New Hampshire, Vermont, Connecticut, Penn- 
sylvania, North Carolina, South Carolina, Maryland, Delaware, Mississippi, 
Tennessee, Kansas, Georgia and Missouri. An opportunity for Life 
Insurance Salesman of ability. Address: 


UNITED LIFE AND ACCIDENT INSURANCE CO. 


Home Office, United Life Bldg., Concord, New Hampshire 














Uncle Donald’s Life Insurance 


By IRA C. EDWARDS 


A Life Insurance Novelette For 


REACHING THE FARMER 


Donald McDonald, the shrewdest farmer horse-trader in his 
county, entertained many life insurance agents on his farm and 
in his home. Hischaracteristic ‘‘Mebbe I will, and again, meb- 
be I won’t,”’ was the battlefield for him and Douglas Meredith. 


Every insurance man should read the story of Uncle Donald’s 
Life Insurance, reflecting the true life of the farmer, with valu- 
able suggestions for approach, argument and closing farmers 
for life insurance. 


Bristling with Human Interest—a tale of business, love 
and honor. The David Harum of insurance literature. 


Companies recognize the prosperity of the agricultural in- 
dustry and see the opportunities for great life insurance de- 
velopment in that field. 


Uncle Donald’s Life Insurance will hold the interest 
of the reader and will prove an effective teacher of the value and 
need of life insurance protection. Price, per copy, 50 cents. 


Copies of this novel for liberal distribution among agents and 
prospects will be supplied to companies, managers and general 
agents at the attractive price of 15 cents each in lots of 1,000 or 
more. 


THE SPECTATOR COMPANY 
CHICAGO OFFICE 135 WILLIAM STREET 
INSURANCE EXCHANGE NEW YORK 


THE LEADING FIRE COMPANY 
OF THE @ WORLD 


COMPANY 
LIMITED 


lof Liverpool, England.} 














AMERICAN 
SURETY 
COMPANY 

of NEW YORK 


100 BROADWAY 


SURETY BONDS 
BURGLARY INSURANCE 
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Tue SPECTATOR 


The circulation of the publications of The 
Spectator Company, including THE SPECTATOR, 
amounts to over one million annually, aver- 
aging 20,000 weekly. These standard publica- 
tions, covering life, fire, casualty and miscel- 
laneous insurance, are recognized as authori- 
ties in their particular lines, and some have re- 
ceived the endorsements of the United States 
Government and State Insurance Departments. 
The statistical and historical records of the 
various insurance companies are thus given 
wide circulation_for the information of the 
public, constituting more valuable SERVICE 
to the insurance companies than that supplied 
by any other insurance journal. 

Tue Spectator, established in 1868, is a weekly 
journal devoted to promoting the best interests of 
trustworthy insurance of all kinds. The subscription 
price for the United States, Canada and Mexico is 
Four Dollars per annum, postage prepaid; to all for- 
eign countries in the Postal Union, Five Dollars. 

Entered at the New York Post Office as Second Class Matter 

THE SPECTATOR COMPANY 
PUBLISHERS 
Arthur L. J. Smith, Pres. Robert W. Blake, Sec’y 
135 Wittt1AM STREET, New York 
Telephone, John 231, John 232 
WESTERN DEPARTMENT 
Insurance Exchange, Chicago. Telephone, Wabash 531 

Sole Selling Agents in America for the publications 
of Charles & Edwin Layton of London, England. 
Copyright, 1918, by The Spectator Company, New York 
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HE National Board of Fire Under- 

writers is holding its annual meet- 

ing to-day in New York. In THE 

SPECTATOR of next week will appear a 

report upon the proceedings of the ses- 

sion of this most important, useful and 
patriotic: organization. 





. . is a means whereby the 
losses of the few are borne by the 
many, and instances innumerable can be 
cited to show that were it not for the 
fact that insurance companies operating 
over broad territory provide for any 


special disaster without trouble, untold 


financial difficulties would ensue. The 
huge losses incurred by the San Fran- 
cisco conflagration in 1906 would have 
caused irremediable conditions in that 
city had not the insurance losses been 
borne by the entire country, and foreign 
countries as well, instead of falling on 
that city alone. State insurance would 
have proved a weak reed to lean upon in 
that event. A recent instance of the 
fallacy of the State insurance theory is 
the Halifax disaster, which has resulted 
in the virtual insolvency of the Nova 
Scotia Accident Fund. P. Tecumseh 
Sherman has analyzed the report of that 
fund for the year 1917, and shows that 
with total assessments levied amounting 
to $822,066 the losses were $672,819. 


Disaster reserves have been set aside 
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amounting to $81,237, leaving an ap- 
parent balance of $68,010. These fig- 
ures, however, do not include some 
$850,000 of loss involved in the great 
explosion in Halifax harbor in Decem- 
ber last. By including that amount the 
fund would be shown insolvent by over 
$700,000. If the insurance companies had 
been allowed to operate in Nova Scotia 
last year the loss would have been 
promptly compensated for from the pre- 
miums of the insured throughout the 
world. Disasters are of frequent occur- 
rence, and it is only by the insurance 
companies assuming risks in all sections 
of the country that the losses caused are 
borne by the entire community and not 
by the few immediately and directly 
affected. 





SOMEWHAT startling and, per- 
A haps, dangerous innovation is be- 
ing inaugurated in a number of asso- 
ciations affiliated with the National 
Association of Life Underwriters, and 
is to be considered at the meeting of the 
New York association next week. A 
proposed amendment to the by-laws pro- 
vides that every member at a meeting 
shall be entitled to a vote, unless a com- 
pany vote is called for by representatives 


of five companies ; if nine companies are. 


not represented, then the question shall 
the table until that number is 
This is a most radical de- 


lie on 
represented. 
parture from the original aims of the 
association movement, and is one which 
is likely to lead to serious results. From 
the very beginning of the association 
movement it has been claimed that it 
was an agents’ body exclusively, and in 
most associations no officer of a life in- 
surance company can be an active mem- 
ber. Occasionally, fears have been ex- 
pressed that a certain company, varying 
in different years, was controlling the 
National Association, but in every in- 
stance of that kind the members have 
shown that only agents were considered, 
without regard to company affiliations. 
To recognize in any discussion company 
feeling is the surest way to disrupt 
the present efficient organization. The 
agents would be placed in the position 
of being swayed by their companies’ de- 
sires or wishes, and the body would be 
no longer independent. All the work of 
the past thirty years and more will have 
gone for naught and no importance 


233 


Editorial 


would be attached to any action the local 
or national associations might take. 
Nearly every company now has its own 
agents’ organization, where matters of 
company import and policy are threshed 
out, but general associations of agents 
representing all companies must, and 
should, remain entirely independent of 
company dictation or suggestion. The 
amendment proposed should be promptly 
and effectually killed. 





ROBLEMS relating to the conduct 

of the war, the raising of revenue 

and other important matters dealing with 
the conduct of the Government and the 
protection 8f the country make it seem 
more than probable that the bills re- 
cently introduced in Congress relating 
to insurance will be allowed to accumu- 
late dust in the pigeonholes of the com- 
mittees to which they have been assigned. 
The proposed plan to establish a Liberty 
Insurance League, which was fully dealt 
with in the columns of THE SpecTAToR 
for May 2, is of so fantastic a nature 
that it has had scarcely any serious at- 
tention Con- 


from either members of 


gress or insurance men, and it is a 
matter for surmise if even its sponsor 
the 


in its feasibility or thinks it has the 


and clique behind him _ believes 


remotest chance of being enacted into 
law. This journal has already printed 
the opinions of a number of prominent 
insurance men on the proposition, and 
the gist of their ideas is well summed up 
in the following extracts from letters re- 
ceived this week written by well-known 
insurance executives: 

“My advices are that this somewhat remark- 
able production is not likely to receive serious 
attention at the present session of Congress.” 

“In my judgment the measure is altogether 
too pretentious to receive serious consideration 
at the hands of Congress, and I have no appre- 
hension that it will receive any measure of 
support.” 

“T should not think the matter is worthy of 
any special consideration. The fact that the 
company is going to engage in all kinds of 
business other than life insurance should be 
sufficient to warrant its prompt rejection. I 
think that every insurance company should 
limit itself to its own special business.” 

This country is at the 
efforts of all of its citizens, including 
members of Congress, should be di- 
rected to prosecuting the great conflict 
to an early and successful conclusion. 
The business men of the country are 
thoroughly capable of conducting their 
affairs, whether of industry, commerce, 


war, and 








Fire Insurance 


finance or insurance, without being sub- 
ject to legislation of a paternal and 
socialistic character. Individual initia- 
tive has made the United States a leader 
among the nations, and that trait may 
be relied on to maintain the supremacy 
so notably won. 








FIRE INSURANCE 








NEW YORK SURVEYS 


P. B. Ricketts Makes a Change.—Philip 
B. Ricketts, formerly with the Mutual Life of 
New York, recently became identified as sec- 
retary with the Brinkerhoff-Jordan Company, 
Inc., with whom he has been indirectly asso- 
ciated for several years. He.assures his 
friends that in his new connection he will con- 
tinue to furnish careful, prompt and reliable 
service. 

Explosion Conference Meeting.—At the 
meeting last week of the Explosion Confer- 
ence the former officers were re-elected. It is 
understood that explosion and war risk poli- 
cies will not be distributed among agents, but 
will only be supplied to general agents, State 
and special agents. 

Joins the Continental.—John P. Hollerith, 
connected for many years with the Western 
department of the Hartford Fire and the 
Hartford Accident and Indemnity, has re- 
signed that position, and will assist in the 
underwriting department of the Continental, 
Fidelity-Phenix, and American Eagle, begin- 
ning July 1. 

Retires from Business.—Due to continued 
ill health, John G. Simmonds, president of 
John G. Simmonds & Co., a well-known subur- 
ban agency, has given up active management 
of the firm. His interests have been purchased 
by R. B. Falls, vice-president, who will con- 
tinue to conduct the business. 

Casualty Club Dinner.—To-morrow even- 
ing the Casualty and Surety Club will hold 
its final informal dinner before the summer 
holidays at the Drug and Chemical Club. The 
speakers of the evening include Captain A. P. 
Simmonds, U. S. A., and William B. Mann, 
superintendent of the accident and health de- 
partment of the Ocean Accident and Guarantee. 


CHICAGO AND THE WEST 


Fire Insurance Club Meeting.—The annual 
May party of the Fire Insurance Club of Chi- 
cago was given on the 14th inst. in the rotunda 
of the Insurance Exchange, and consisted of 
dancing. About 500 of the members and their 
friends were present, and the affair was pro- 
nounced a decided success. This was the last 
meeting of the season. 

Fire Insurance Club Annual Election.— 
The members of the Fire Insurance Club of 
Chicago are manifesting unusual interest in 
the tickets to be put up at the annual meeting 
on the 28th inst. The usual administration 
ticket has been prepared and published, and 
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the members who have taken an active interest 
in the educational work of the club, together 
with the students of the Insurance Institute of 
America, have also prepared a ticket, to be 
known as the Institute Ticket. Every candi- 
date on the Institute Ticket is either actively 
interested in Institute work or has graduated 
from the classes. There is every indication 
that the Institute Ticket will win. 

Insurance Reserves Sworn In.—The Insur- 
ance Reserves, which have been holding weekly 
drills in the rotunda of the Insurance Ex- 
change, were mustered into the Illinois Vol- 
unteer Training Corps on the evening of the 
15th inst, by Major Collins. 


BOSTON AND VICINITY 
To Fix Values on Buildings.—The Boston 
Board has made the question of fixed valua- 
tions on buildings an order for the next meet- 


ing, which is to be held May 28. This matter - 


was placed on file at the last meeting, but at 
the request of the companies has again been 
taken up and will be taken up at the next 
meeting of the Board. In the interim to the 
next meeting, however, the companies will re- 
ceive a letter from the Board, setting forth 
the reasons why the Board considers it unwise 
to make the change desired at the present time. 
It was voted to fix the assessment for the 
Boston Protective Department's support at 
two per cent of the premiums received. 

Company Changes.—W. B. Medlicott, gen- 
eral agent of the Atlas, has been appointed 
chairman of the supervising committee and 
improved risks department, succeeding Gayle 
T. Forbush, resigned. W. H. Winkley, of the 
Insurance Company of North America, takes 
the place of H. Belden Sly, who has resigned 
to become manager of the Boston Metropolitan 
Stamping Bureau office, as chairman of the 
railway and lighting committee. 

Has Territory Enlarged.—William H. 
srewster, special agent for Southern New 
Eneland for the Reliance of Philadelphia, has 
had its territory enlarged to include New York 
State. He now enjoys the title of general 
agent, with headquarters in Boston. 


Merchants Mutual of Miami, Fla. 


A new company at Miami, Fla., is styled the 
Merchants Mutual Fire Underwriters Associa- 
tion, Ine., of Florida. It is managed by F. R. 
McCormick, and as of April 22 its statement 
showed $20,814 of assets, with a surplus of 
$9709. It is reported that this company has a 
reinsurance arrangement with the Middlesex 
Mutual of Massachusetts, which is to take one- 
half of each risk. The Middlesex is prepar- 
ing to enter Florida. 


Name Changed to Avoid Confusion 

To avoid being confused with another organi- 
zation bearing the same name, the Western Im- 
proved Risk Association has changed its name 
to the Underwriters Service Association. For 
awhile it will do business under both titles, so 
as to let people know of the change. The or- 
ganization formed by the Western Insurance 
Bureau, which bears the same name, is located 
also in the Insurance Exchange. 
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Thursday 


NATIONAL BOARD MEETING 


Fifty-Second Annual Session to Be Held 
in New York To-Day 


PATRIOTISM THE KEYNOTE 











Board Has Rendered Valuable Service in Many 
Departments of the Federal Government 


The fifty-second annual meeting of the 
National Board of Fire Underwriters will be 
held at the Hotel Astor at 11 A. M. this morn- 
ing. An election of officers for the coming year 
will take place, and also the election of four 
members of the executive committee to serve a 
term of three years each, and one member to 
serve the unexpired term of one year of the late 
Charles H. Barry. The reports of the standing 
committees will be presented, and also several 
amendments to the constitution, which are to 
be voted on. The proposed changes to the con- 
stitution have already been published in an 
earlier issue of THE SPECTATOR. President R. 
M. Bissell of Hartford, who has spent most of 
the last year in Washington supervising the 
Government work of the board, will preside. 

Since the war began the National Board has 
been active in furthering fire protection and 
conservation among many departments and 
bureaus of the Government, including among 
others the Council of National Defense, the 
construction division of the Quartermaster’s 
Department, the Emergency Fleet Corporation, 
the Bureau of Yards and Docks of the Navy 
Department, the United States Food Adminis- 
tration, the War Industries Board, the Depart- 
ment of Justice and the United States Bureau 
of Education. Reports of results in these fields 
of activities will be given in full to-day. 

Reports of fifteen or more committees en- 
gaged in some phase of public service work 
will also be submitted for approval. Among 
the most important and active during the last 
twelve months are: 

The committee on the Actuarial Bureau, 
which collects, tabulates and analyzes the sta- 
tistics of an average of more than 1500 fires per 
day; the committee on statistics and origin of 
fires; the committee on construction of build- 
ings, which acts in an advisory capacity with 
city governments throughout the country in the 
improvement of their building codes; the com- 
mittee on fire prevention, whose engineers have 
studied the conflagration peril in more than 300 
American cities, and have brought about im- 
provements in fire-fighting organization and 
equipment, water supply, alarm systems, etc.; 
the committee on incendiarism and arson; the 
committee on lighting, heating and engineering 
standards, which is promoting the highest 
standards of safety and efficiency in equipment, 
by means of the rigorous tests of the Under- 
writers Laboratories; the committee on laws, 
which, in co-operation with many of the State 
Insurance Commissioners, is endeavoring to 
bring about more uniform and equitable laws; 
the committee on public relations, which, in 
connection with the United States Bureau of 
Education, is conducting a nation-wide educa- 
tional campaign in fire prevention; and the 
executive, finance, membership, uniform ac- 
counting and other administrative committees. 


Death of John D. Coleman 
John D. Coleman, general agent of the Home 
Fire of New York for Oregon, Washington, 
Idaho and British Columbia, died suddenly at 
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Portland on Thursday, May 16. He was very 
popular among insurance men on the Pacific 
Coast, where he has worked since 1880, first 
as a civil engineer, and later as agent for the 
Home Fire. Death was caused by an unex- 
pectedly severe attack of bronchitis, from which 
he was suffering for several years. He is sur- 
vived by a widow and a married daughter. 





Iowa Association of Local Fire Agents’ 
Meeting 

Secretary P. J. Clancy, of the Iowa Associa- 
tion of Local Fire Insurance Agents, is sending 
out letters to the members of the organization 
relative to the coming State convention at 
Keokuk, June 27. Incidentally, Secretary Clancy 
is urging every agent to become a member of 
the association for the reason that the Non- 
Partisan League is making strenuous efforts to 
organize Iowa. As the Non-Partisan League 
stands for State control of fire, hail, tornado, 
casualty and surety insurance, Secretary 
Clancy points out that every agent is directly 
interested in combating the effort put forth to 
install the association in Iowa. He shows also 
that the national association has done yeoman 
service in behalf of agents in saving them from 
the excess profits tax by putting agents in the 
nominal capital class along with physicians, 
lawyers and other professional men. 

It is probable that Secretary C. J. Miller of 
the National Association will start his ten-day 
tour of Iowa cities at Waterloo. He will finish 
it at Keokuk the day of the convention. Ses- 
sions of the latter are to be held on a boat 
on the Mississippi, but the programme is not 
complete as yet. 


Marine Underwriters’ Meeting 

Satisfactory reports of work done during the 
last year, ending April 30, were made at the 
thirty-sixth annual meeting of the National 
Board of Marine Underwriters at the board 
rooms on May 15. Several new companies have 
joined the organization since the last meeting, 
and the board is said to be in a flourishing con- 
dition. 

An election of officers resulted in the choice 
of the following to serve as executives until 
April 30, 1919: William H. McGee, president; 
H. K. Fowler, vice-president; Louis F. Burke, 
treasurer; Harry Bird, secretary, and Ernest 
G. Driver, assistant secretary. J. S. Gilbertson 
was appointed assistant treasurer. 


Tokio Succeeds Aachen and Munich 


The Tokio Marine and Fire, Ltd., is now con- 
ducting the United States business of the 
Aachen and Munich Fire, which went out of 
business at the beginning of hostilities last 
year. The Guaranty Trust Company of New 
York is acting as United States trustee for the 
concern. J. A. Kelsey, former manager of the 
German company, will handle the fire business 
of the Tokio, and Appleton & Cox will act as 
marine managers. 





New Mutual Companies in New York 

The Motor Car Mutual! Fire Insurance Com- 
pany and the Motor Car Mutual Liability In- 
surance Company are being organized in New 
York city by Walter B. Renton. The first- 
named company will write automobile, fire and 
theft risks, while the other will cover the re- 
maining features, affording full protection upon 
automobiles. ‘ 
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Annual Session Held at Atlantic City 





PRESIDENT’S ADDRESS ACTED UPON 








New Officers Elected —Conditions in South 
Generally Satisfactory 


{Special Dispatch from Our Staff Correspondent] 


ATLANTIC CITY, N. J., May 21.—A good at- 
tendance signalized the beginning of the thirty- 
seventh annual meeting of the South-Eastern 
Underwriters Association at the Hotel Tray- 
more, Atlantic City, N. J., to-day. There were 
seventy-six members represented at the meet- 
ing. The General of Paris was elected to mem- 
bership. 

President F. C. Buswell presented his address 
covering subjects of interest which have arisen 
during the past year, together with his recom- 
mendations in connection with same. 

As usual, the address was referred to a com- 
mittee of fifteen, which was constituted as fol- 
lows: 

Jesse E. White (chairman), F. H. Sherman, 
H. W. Gray, Jr., James Wyper, Frank Lock, 
Sheldon Cutlin, L. W. Crockett, O. E: Schaefer, 


_ E. S. Allen, H. R. Loudon, C. J. Holman, J. B. 


Morton, W. S. Alley, J. H. Burger, H. A. Smith. 

The committee of fifteen subsequently con- 
sidered and reported upon the topics sug- 
gested by the president’s address, and the -as- 


sociation took action thereupon as_ outlined 
below: 
Applications of certain reciprocal under- 


writers were considered and referred to mem- 
bership committee to report recommendations 
to incoming executive committee; cotton com- 
mittees report showing extreme congestion 


‘of cotton at ports and terminals, particularly 


Norfolk and Savannah, because shipping facili- 
ties are lacking; recommended making effort 
for embargo on cotton at Atlantic ports to avert 
possibility of heavy fire loss; watchman service 
was reported much improved. Companies are 
able to care for excess lines on cotton at im- 
portant points, but loss of considerable quantity 
would irreparably hamper supplying war needs. 
Special committee is appointed to co-operate 
with other organizations to avoid policy writ- 
ing which might benefit alien enemies. Action 
is being taken to secure uniformity in use and 
occupancy insurance; payment of agency bal- 
ances in Liberty Bonds inexpedient and to be 
discouraged. Negotiation for employees of as- 
sociation or other members during war char- 
acterized as unprofessional. Subjects of binders; 
not taken policies and shortage in covers re- 
ferred to incoming executive committee to se- 
cure uniform treatment; national defense com- 
mittee reported co-operation with national 
board and hearty support of companies. 

Other committees submitted reports upon 
matters under their special jurisdiction and 
appropriate action upon same was taken at the 
meeting. 

New officers of the association were elected 
as follows: 

President, Henry E. Rees; vice-president, 
Dowdell Brown; manager, W. F. Dunbar (re- 
elected). Voted thanks and testimonial to re- 
tiring president. A vote of thanks was also 
tendered Secretary J. S. Raine. 

There were present, in addition to committee, 
F. C. Buswell, S. Y. Tupper, Wm. B. Clark, T. A. 
Ralston, W. R. Prescott, A. H. Wray, C. F. Low, 
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H. R. Bush, Milton Dargan, W. E. Chapin, 
R. B. Ives, R. N. Hughes, B. I. Simpson, C. H. 
Godfrey, E. T. Gentry, Dowdell Brown, F. W. 
Kentner, U. S. Atkinson, F. A. Hubbard, W. L. 
Dennis, J. H. Packard, S. T. Maxwell, Victor 
Roth, F. C. White, Joseph Barrett, D. M. Culver, 
C. A. Lung, H. E. Burdette, J. T. Tabler, J. J. 
McKay, T. C. Temple, C. D. Dunlop, H. C. Hare, 
W. P. Johnson, Prioleau Ellis, J. M. Wennstem, 
and S. P. Cochran. 


New York Board Elections 


Officers and committees of the New York 
Board of Fire Underwriters were elected Tues- 
day at a meeting held in the board’s rooms. The 
new officers and committees chosen are as fol- 
lows: 


President, R. Emory Warfield; vice-president, 
Thomas A. Ralston; secretary and treasurer, 
A. M. Thorburn; assistant secretary, Curtis C. 
Wayland; assistant treasurer, W. L. Chambers. 
Committee on finance, Charles L. Case, Fred- 
erick H. Crum, J. G. Hilliard, Hugh R. Loudon, 
O. E. Schaefer, E. G. Snow, A. H. Wray. Com- 
mittee on fire patrol, George B. Edwards, J. G. 
Hilliard, O. E. Lane, E. E. Pearce, Charles H. 
Post, Wallace Reid, C. L. Tyner. Committee 
on laws and legislation, George R. Branson, 
George W. Burchell, R. D. Harvey, J. J. Hoey, 
Gustav Kehr, William H. Kenzel, E. G. Rich- 
ards. Committee on losses and adjustments, 
N. S. Bartlow, Percival Beresford, Elmer E. 
Cain, Chas. L. Case, William Hare, Hugh H. 
Loudon, W. B. Ogden, W. L. Perrin, Wallace 
Reid, Joseph W. Russell, A. H. Wray. Com- 
mittee on surveys, Frederick H. Crum, Howard 
Hampton, William Hare, R. D. Harvey, O. E. 
Lane, W. L. Perrin, W. P. Young. Committee 
on electricity, R. C. Christopher, Hart Darling- 
ton, Fred A. Hubbard, James Marshall, A. E. 
Miller, W. B. Ogden, C. W. Sparks. 


How Premium Dollars Are Used 
The Home of New York, by means of a colored 
diagram, shows the distribution of each dollar 
of premium income earned in 1917, as follows: 


Cents 

MN OMEN acc ads cdacdvededecnadcencmauas 56.79 
MOG g dnt 2s ve wacdcaswdcesaeateees caenses 5.72 
Wines OUI ass. ascacneccusdsacnesee 4.97 
CIO oc co dn ss csc ccs anes scqudasecves 21.95 
Printing, advertising supplies............ 1.66 
Administration and Federal taxes........ 5.76 
96.85 


Underwriting profit carried to surplus 
held for additional protection of policy- 


WiGUGOUI Ss oaink vax wacecccectacecectassaaes 3.15 
WOGGE oi. csccancecaeceseccusssacteaduns 100.00 


The company’s income from investments more 
than covered its dividend payments. 


Eastern Union Meets 

At the regular monthly meeting of the East- 
ern Union, held last Thursday, May 16, the re- 
port of the committee on rating of large muni- 
cipalities by the L, and L. schedule was ac- 
cepted, and the committee thanked for the time 
and intensive study which it had given to this 
work. That it would be decidedly wrong to 
place any obstacles in the way of transfers, 
when the assured were under contract with the 
Government, was the opinion of the committee, 
which had under consideration the warrantee in 
regard to the possible transfer of policies under 
agreement with the War Trade Board. 


—James McFall, secretary of the International 
Association of Fire Engineers, becomes general fire 
marshal for the Emergency Fleet Corporation, with 
headquarters at Washington. 
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Motor Vehicle Insurance 
The fire and marine insurance companies 
operating in New York State reported motor 
vehicle insurance premiums and losses for the 
year 1917 as shown in the following table, these 
figures representing the total transactions in 
that line of business of the respective com- 








panies: 
Ratio of 
Net Losses 
Name and Location Net Losses In- to 
of Company. Premiums. curred. Prems.% 
fEtna, Hartford...... 5 $208,295 39.2 
Agricultural, Watert’n. 43,705 46.5 
Alliance, Philadelphia. 51,960 22.9 
Alliance, London..... i 13,578 87.4 
American, Newark. 562,668 177,539 31.5 
Am. Spaeeor * as 6,858 892 13.0 
Am. Central, Louis 168,789 89,965 53.3 
American Eagle, ee 24,418 15,068 61.7 
American and [oreign 
Morine, Ni: Y.,0:02%% 51,486 16.6 
Assur. of nen NY. 98,417 60.2 
Atlas, London........ 49,379 46.5 
Automobile, Hartford... 1,129,783 51.0 
3oston, Boston ...... 720,808 46.1 
Cologne Reins., Col’g’e 9,440 35.8 
grit, & For., Liverpool 85,715 62.7 
Caledonian, Edinb’gh. 102,922 17,200 16.7 
Camden, Camden See 39,691 5,958 15.0 
C ‘alifornia, SO Se iat 155,766 63,932 41.1 
Century, Edinburgh.. 8,629 4,111 47.6 
Columbia, Jersey City. 233, 926 151,941 64.9 
Colonial, New York.. 105,911 53,525 50.5 
Comm’! Union, Lon... 463,677 265,752 547.8 
Columb’n Nat., Detroit 2,363 425 18.0 
Commerc’! Union Fire, 
New: MOTK .ékoisco ss 87,624 36,985 42.2 
Commonwealth, N. Y. 455,957 286,939 32 
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Name and Location 
of Company. 
Connecticut Fire, Hart- 
MORES conse sree ee.s 

Continental, N, Y. 


Eastern Fire, ‘Atlantic 
oS ee re eee 
Equit. F. & M., Prov. 


Federal, Jersey City.. 


Fidelity-Phenix, N. Y. 
Fire Assn., Phila Siataes 
Firemans F und, San 

Francisco 
Frankona Reinsurance, 

3erlin 
Franklin, 


Philadelphia. 


Grain Dealers Nat. 
Mutual, Indianapolis 
Great American N. 
Glens Falls, Glens F.. 
Globe & Rutgers, N. Se 
Hamilton Fire, N. Y. 





Hanover, New York. 
H’dware Dealers Mut. ; 
Stevens’ Pt., Wis. 
Hartford, Har tford. .. 
Home, New York.... 
Independence, Phila.. 


Indemnity, London. 
Ins. Co; of N. A, | Phil. 
International, N. Sais 
Ins. Co. of State of 
Pa., Philadelphia... 
Moscow 


& Globe, 


Liv. & Lon, 
Liverpool 
Liv. & Lon. 
New 
London & 
L iverpool 


L aie. 





Net 


Premiums, 


187,158 
332,121 


90 
2,351 
261,348 


332,168 
12,927 
1,199,345 


13,570 
168 8/895 


13,656 
406,565 
290,772 
343,606 
13,215 
190,560 
2,776 
1,048,704 
825, "981 
"389 
142,265 
636,798 

35,328 


709,209 
30,846 


571,269 


Net 


Losses In- 


curred. 


22,104 
161,698 


754 
154,800 


161,698 


582 
603,209 


11,529 
72,406 


2,300 
241,760 
141,498 
190,568 

4,521 


105,110 





79,071 
304,942 
9,349 


287,319 


7,345 











SECURITY—STABILITY—SERVICE AND FACILITIES 
MAKE THE NATIONAL UNION A GOOD COMPANY TO 
REPRESENT BY EVERY TEST THAT COUNTS. 
PROPERLY EXPERIENCED AND QUALIFIED AGENTS | 
NATIONAL UNION SERVICE WILL SPEAK FOR IT- 


TO | 


Ratio of 


Losses 


to 


Prems.% 
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Thursday 


Ratio of 
Net Losses 

Name and Location Net LossesIn- to 
of Company. Premiums. curred. Prems.% 
Mannheim, Mannheim. 37,516 42,552 113.4 














Marine, London...... 18,243 11,026 60.4 
Maryland Motor, Balt. 354,980 116,465 82.8 
Mass. F. & M., Boston 546,948 276,098 50.4 
Mercantile, New york. 384,866 228,417 59.4 
Merchants, New York. 120,479 30,691 25.5 
Mich, Comm’], Lansing 1,014 i768: 385.2 
Mich. Millers, Lansing 569 865 152.0 
Milwaukee Mechanics, 

Milwaukee ........ 42,127 17,682 42.0 
Millers Nat’l, a ogi 30,076 13,214 43.9 
National, Hartford.. 574,291 276,534 48.1 
Nat'l Liberty, N. Y 776,047 528,258 68.1 
Nation’l-Ben Franklin, 

Pitteburgn 2s. osc. 366,042 219,775 60.0 
National Union, Pitts- 

ATO coc creleciccene’a'e'e 3,644 1,089 29.9 
New Hampshire, Man 

CHOMEE o's cava anaes 1,144 13.1 
Newark, Newark..... 189,627 105.0 
New Jersey, Newark.. 21,798 27.7 
Niagara, New York.. 677,652 3,409 34.5 
Nord-Deutsche, Tlam- 

UE is ooh i ceca cre 49,544 72,060 145.4 
North British & Mer., 

PGSM ogo kaos s/o 520,756 550,006 105.6 
North’n Assur., Lon. 103,462 39,5038 38.2 
North River, N, b 4 311,138 123,760 89.8 
Northwest’n National, 

Milwaukee ........ 4,984 800 6.0 
Norwegian Assurance ; 

Union, Christiania. GS | Seeees 
Norwich Union F ire, 

PRUE WIEN (0 cas cdees 260,387 149,799 567.5 
Ocean, London ...... 19,941 , 12,134 60.8 
Old Colony, Boston... 101,850 45,306 44.5 
Orient, Hartford..... 410,204 159,002 38.8 
Palatine, London 185,051 118, 488 64.0 
Paternelle, Paris..... 237 35.9 
Pennsylvania, Phila... 183,908 58.5 
Patriotic, Dublin....... 5,081 48.7 
Phoenix, Hartford.. 396,358 189,063 47.7 
Pheenix, London 295,100 124,792 42.3 
Providence-W ashingt’n, 

Providence .....+:<. 370,000 174,809 47.2 
Prussian Nat’l, Stettin 121,799 113,195 92.9 
Queen, New York.... 872,149 425,918 48.8 
Reliance, Liverpool... 19,941 12,13 60.8 
Royal, Liverpool se = 387,027 558,114 47.0 
Royal Exchange, Lon. 324,017 192,169 9.3 
Safeguard, New York. 20,220 18,015 89.1 
Salamandra ......66% 27,758 7,395 26.7 
Scot. U. & N., Ed’b’gh 175,398 71,294 40.7 
Sea, Liverpool....... 10,916 8,148 Ph 
Security, New Haven. 87,519 13,585 25 
Second Rus., Petrograd 10,094 2,671 5 
So. German, Munich. 3,919 1,376 oy 
Springfield TF. & M., 

Springfield ........ 178,070 47,075 26.4 
St. Paul F, & M.,. St. 

PANY Se eecicp'e catne 1,166,690 733,088 62.9 
Sterling, Indianapolis. ee ABP 
Stuyvesant, New York 73,015 2,606 99.4 
Sen, London ......... 35,521 15,430 43.4 
Thames and Mersey, 

ESVEDPOO! 6666 canes 135,193 74,196 54.9 
ORIG, TOKIO. ois ie e-0e 87,933 53,341 60.7 
Union, London ...... 61,683 33,457 54.2 
Union, Liverpool..... 21,330 9,269 43.5 
United States, N. Y.. 420,270 221,261 52.6 
Vulcan, New York... 12,465 4,264 34.2 
Westchester F., N, Y. 268,242 116,854 43.6 
Yorkshire, York. ...:.. 35,188 3,261 9.2 

TONS ec. cSiv'ewenk $26,823,756 $13 3,387,924 49.9 


Western Sprinkler Conference 

The May meeting of the Western Sprinkler 
Leakage Conference was held Friday, May 17, 
at the Grand Pacific hotel, Chicago. The co- 
insurance problem was discussed and several 
propositions were referred to the Eastern con- 
ference for consideration. One provides that 
where a blanket policy is written on building 
and contents, or on more than one building, 
it be issued with not less than ten per cent 
coinsurance, or five per cent with the average 
clause. It was also recommended that credits 
for a coinsurance clause lower than ten per 
cent be reduced in proportion to a normal re- 
duction for a one per cent clause. 
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GERMAN FIRE COMPANIES 


Heavy Losses Suffered Because of 
Poor Protection 








MANY LARGE CLAIMS 





Rates Must Be Increased for Companies to 
Continue Business 


As the result of poor fire protection and the 
increased hazard in munition factories, fire in- 
surance companies in Germany suffered heavy 
losses during 1917, and they will be forced to 
increase their premium rates this year if they 
are to meet as large claims as were presented 
during the last twelve months. Following is 
an extract of the Frankfurter Zeitung of 
April 4, describing fire insurance conditions 
within the German Empire: 

According to a report by Dr. Vatke, fire in- 
surance business in Germany during 1917 was 
extraordinarily bad. No less than 223 claims of 
over 100,000 marks were paid by the private fire 
insurance companies, as compared with only 91 
in 1916 and 121 in 1915. The amounts claimed 
totaled 117 million marks, as against 27.63 
million marks in 1916. Claims over 200,000 
marks numbered 121 in 1917, and only 35 in 1916; 
those over 500,000 marks, 42 in 1917 and only 17 
in 1916; those over 1 million marks, 24 in 1917 
and 4 in 1916, and those over 3 million marks, 
9 in 1917 and none in 1916. 

The increased damages are due not to the 
enhanced valués occasioned by the war, but to 
the greater number of fires resulting from lax 
precautions, bad fire brigade assistance and 
greater danger of explosions in munition works. 
This last factor explains why the chemical and 
metal industries head the list of the recipients 
of fire claims. The claims of the chemical in- 
dustry numbered 42 and amounted to 47.9 
million marks in 1917, as against 18 claims, 
totaling 3.8 million marks, in 1916, and 7 claims, 
totaling 1.5 million marks, in 1915; the claims 
of the metal industry numbered 44 and 
amounted to 18.3 million marks in 1917, as 
against 3 claims, totaling 2.2 million marks in 
1916. According to Dr. Vatke, the fire insur- 
ance companies will have no alternative but to 
raise the premiums for the industries which 
make large claims. 


National Chamber of Commerce and 
Insurance 

The Chamber of Commerce of the United 
States has adopted a resolution asking the di- 
rectors to consider the appointment of a special 
committee to study the whole subject of fire in- 
surance and the adequate protection of property 
values and to issue a referendum to the mem- 
bers in the near future with respect thereto. 

W. B. Ellison of New York, who is a member 
of the Merchants Association of New York, 
which association was represented at _ the 
Chamber of Commerce meeting, considers that 
such a study of insurance and fire prevention 
would possess great possibilities for good, both 
to the insurance business and to the public. 


Severe Tornadoes in Iowa 

The worst tornado that has visited Iowa in 
years swept through the northeastern section 
of the State from the southwest recently, 
causing twelve deaths, scores of injuries and 
property damage that will be not far from 
$800,000 to $1,000,000. 

The towns in which the greatest damage was 
done are Plainfield, Nashua, New Hampton 
and Calmar. 

The Iowa Mutual Tornado reports that losses 
are not only coming in from this section, but 
that another storm, which struck Eastern Iowa 
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near Muscatine and Davenport, did damage that 
will run up into many thousands of dollars. 

“We will consider ourselves fortunate if our 
losses are somewhere near $100,000,” says As- 
sistant Secretary H. F. Gross. “As a matter of 
fact, reports indicate they will be much more 
than that.’’ 

The loss of live stock is reported as heavy 
and Des Moines live stock concerns report 
claims for damages arriving by every mail. 

The farm property loss is enormous. Over a 
wide area, between Lawler and New Hampton, 
the storm demolished a path extending for sev- 
eral miles, 


Fire Congress at Columbus, Ohio 

State Fire Marshal T. Alfred Fleming of 
Ohio has sent out an urgent request that all 
mayors of cities in the State attend the fire 
congress to be held at Memorial Hall, Colum- 
bus, on June 11-14. He further asks that they 
bring with them their safety directors, chiefs 
of fire departments, secretaries of the cham- 
bers of commerce and school superintendents. 
In his letter he says: 

‘In these war times Ohio must go over the 
top to stop America’s annual fire waste of $267,- 
560,740 and the toll of 6000 human lives. We 
must not permit our working men or women 
to become crippled; and we must not, through 
carelessness, burn up the homes our brave sons 
are battling to preserve.”’ 

Striking posters are being sent out by Mr. 
Fleming for distribution by mayors and cham- 
bers of commerce, and folders accompany them 
explaining the purposes of the congress. 


Kansas Business in 1917 

Total fire, lightning, hail, marine and inland, 
and tornado premiums of stock companies in 
Kansas in 1917 were $8,047,810; losses paid ag- 
gregated $4,837,532, and loss ratio was 60 per 
cent. In 1916 the premiums were $7,802,386, the 
losses $4,373,597, and the loss ratio 56 per cent. 
Fire, marine and tornado premiums increased 
about $1,055,000, while hail premiums decreased 
about $807,000. 








Fire Notes 

The Phenix Fire of Paris has applied for admis- 
sion to Virginia. 

—Many insurance risks are reported to have been 
damaged by the tornado which swept parts of Illinois 
and Iowa on Saturday last. 

Lowndes & Dunanue are now acting as general 
agents of the automobile department of the Sun In- 
surance Office of London for New Jersey, Pennsyl- 
vania, Maryland, Delaware and the District of Colum- 
bia, with their head office at Baltimore. 

—George Turner has resigned as deputy of the In- 
diana Insurance Department to become general coun- 
sel of the National Council of Insurance Federations. 
Mr. Turner is a lawyer and had been secretary of the 
Indiana Insurance Federation before going with the 
Insurance Department. 

—Harold Junker, for five years agency superin- 
tendent of the Crum & Forster companies at Freeport, 
Ill., will be transferred on June 1 to the Pacific Coast 
department, where he will represent the United States 
Fire, the North River, the Richmond, the New Bruns- 
wick, the New Jersey and the Merchants of New 
York. 

—The Pacific Underwriter Insurance Chart for 1918 
has been issued by the Pacific Underwriter. It pre- 
sents statistics of standing and business of nymerous 
fire and marine insurance companies, with tables show- 
ing business in San Francisco, in the Pacific Coast 
group of States and in such States individually. It 
also contains some life and miscellaneous insurance 


statistics. 
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PROFITEERING PROHIBITED 


Soldiers’ and Sailors’ Insurance to Be Settled 
Without Expense 


Without amendment and with no objection or 
debate, the bill to prevent profiteering by claim 
agents and others in connection with claims 
under the war-risk insurance act has been 
passed by the Senate, and will become a part 
of the law upon signature by the President. 

This measure is considered by Government 
officials as one of the-most necessary items of 
legislation that has come up in connection with 
the law, as numbers of cases have already been 
reported where unscrupulous ‘‘sharks” have 
endeavored to take advantage of the death of 
soldiers and sailors to prey upon their de- 
pendents while pretending to assist them in 
the collection of money due from the Govern- 
ment. 

The principal feature of the bill is the amend- 
ment of section 13 of the present war-risk in- 
surance law so as to provide that: 








The director shall adopt reasonable and 
proper rules to govern the procedure of the 
divisions and to regulate and provide for the 
nature and extent of the proofs and evidence 
and the method of taking and furnishing the 
same in order to establish the right to benefits 
of allowance, allotment, compensation, or in- 
surance provided for in this act, the forms of 
application of those claiming to be entitled to 
such benefits, the methods of making investi- 
gations and medical examinations, and the man- 
ner and form of adjudications and awards: 
Provided, however, That payment to any attor- 
ney or agent for such assistance as may be re- 
quired in the preparation and execution of the 
necessary papers shall not exceed $3 in any one 
ease: And provided further, That no claim 
agent or attorney shall be recognized in the 
presentation or adjudication of claims under 
articles two, three and four, except that in the 
event of disagreement as to a claim under the 
contract of insurance between the bureau and 
any beneficiary or beneficiaries thereunder an 
action on the claim may be brought against the 
United States in the District Court of the 
United States in and for the district in which 
such beneficiaries or any one of them resides, 
and that whenever judgment shall be rendered 
in an action brought pursuant to this pro- 
vision the court, as part of its judgment, shall 
determine and allow such reasonable attorney's 
fees not to exceed ten per centum of the 
amount recovered, to be paid by the claimant 
in behalf of whom such proceedings were in- 
stituted to his attorney. 

Any person who shall, directly or indirectly, 
solicit, contract for, charge, or receive, or who 
shall attempt to solicit, contract for, charge, 
or receive any fee or compensation, except as 
herein provided, shall be guilty of a misde- 
meanor, and for each and every offense shall be 
punishable by a fine of not more than $500 or by 
imprisonment at hard labor for not more than 
two years, or by both such fine and imprison- 
ment. 


Made General Manager of Canadian 
Mutual 


The directors of the Mutual Life Assurance 
Company of Canada have announced the pro- 
motion of Charles Ruby to the position of gen- 
eral manager to succeed the late George Wege- 
nast. Mr. Ruby has well earned this reward 
after thirty-four years of service with the 
company, and-the directors reeognize his capa- 
bility to fill successfully a position of high re- 
sponsibility. 

Mr. Ruby became connected with the Mutual 
in 1884, was raised to actuary in 1902, and since 
1907 has been acting as secretary. For twenty 
years he served under the management of Mr. 








Life Insurance 


Wegenast, thereby making him thoroughly ac- 
quainted with all the principles upon which the 
company has built its successful reputation 
‘among Canadian organizations. ~ ‘ 
Besides being manager of the Mutual, Mr. 
Ruby is a member of the public school board for 
Kitchener and treasurer of. the local Belgian 
Relief Fund. He was. graduated from the 
Kitchener and Waterloo Collegiate Institute. 





Globe Life Affairs 

Felix Broeker, organizer and former presi- 
dent of the Globe Life Insurance Company of 
Salina, Kan., now under bond on the charge of 
misappropriation of the funds of the company, 
is conducting a propaganda to secure the dis- 
missal of the proceedings against him. It is 
based on the possible aid he might give the 
company in the reorganization plans. Broeker 
himself appeared before Carey J. Wilson, In- 
surance Commissioner, and made the sugges- 
tion that he could be of great value to the com- 
pany in rehabilitating it if he were released 
from criminal prosecution. He offered his help 
in the reorganization unconditionally and then 
suggested that this help might be much more 
valuable if the case were dismissed. 

The majority of the directors of the com- 
pany have signed a petition asking S. M. 
Brewster, Attorney-General, to dismiss the 
proceedings. 

In the petition, which is in effect an order, the 
directors assert their belief that whatever 
mistakes Broeker may have made in the man- 
agement of the company were mistakes of 
judgment, and not done with any criminal in- 
tent or purpose. 

S. M. Brewster, Attorney-General, and John 
L. Hunt, assistant, in charge of the case, state 
that the proceedings will not be dismissed. 
Action is also contemplated against several 
members of the board for their part in 
acquiescing in the acts of Broeker. The board 
is virtually inactive while the State Insurance 
Department is in charge of the company, and 
it may be that at the next meeting of the stock- 
holders the State will demand the dismissal of 
all the directors who signed the petition. 


—President May of the Peoria Life is being honored 
in May by the agents, who are looking forward to a 
production of a million for May in May. 
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RED CROSS INSURANCE 





American Red Cross to Insure Its 
_Workers Without Charge 





DEATH AND PERMANENT DISABILITY 





Additional Insurance May Be Taken—Policies 
Effective Only While in Service 


WASHINGTON, D. C., May 20.—Full details of 
the insurance plan which has just been per- 


fected by the American Red Cross for the pro- . 


tection of its foreign workers have been made 
public. The insurance is of two classes: one 
furnished to the worker by the organization 
without cost, the other additional insurance 
which may be secured by the worker at his 
own expense, but at peace-time premium rates, 
the war hazard being covered by the Red Cross. 

The insurance granted by the Red Cross with- 
out charge is substantially as follows: 

A policy of life insurance on the term plan 
in the sum of $1000 for each worker, payable in 
event of death or in event of total and per- 
manent disability from any cause, payment for 
total and permanent disability to be made at 
the end of two years from date of disability; 
and, in the meantime, the worker receives the 
following weekly indemnity: 

Indemnity covered by an accident and health 
policy which provides for the payment of weekly 
indemnities of $20 in the case of total disability 
resulting from bodily injury or disease; and, in 
addition, provides for the payment of $500 in 
the event of certain permanent injuries. 

The weekly indemnity payments are to com- 
mence four weeks from the date of disability 
and continue until disability ceases, not exceed- 
ing a total period of two years from date of 
disability. During the first four weeks neces- 
sary medical care and attention will be fur- 
nished by the Red Cross without cost. 


NO COST TO WORKER 


This insurance is furnished without cost to 
the worker and without medical examination, 
and is effective from the time the worker 
boards ship to sail from the United States. 
This plan is to continue in effect for the dura- 
tion of the war, but workers will be protected 
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only during the period of their employment by 
the organization and while returning to this 
country immediately after employment ends. 

Should the worker desire additional life in- 
surance, the Red Cross will pay the extra war- 
risk premium on a policy not to exceed $4000 
additional to the $1000 furnished by the organi- 
zation, provided the extra war-risk premium 
does not exceed a single extra premium of $25 
per $1000 of insurance. The regular normal 
premium on this additional insurance is to be 
paid by the worker and usual medical examina- 
tion will be required. 

The insurance business of the organization 
will be handled on this side of the water by 
an office at 222 Fourth avenue, New York, but 
a Paris branch is to be opened at 4 Place de 
Concord. 

If additional insurance is desired, the worker 
will be required to make application therefor 
within 120 days after date of sailing from this 
country. 


Companies May Give Freely to Red Cross 


Life insurance companies are now free to 
make such contributions as they may desire to 
the Red Cross and other patriotic campaigns. 
Under the stringent restrictions imposed upon 
life insurance companies by the Armstrong 
legislation there had been some question as to 
the legality of such payments. The American 
Red Cross secured an opinion from former 
Justice Charles E. Hughes, who was in charge 
of the Armstrong investigation, upholding the 
constitutionality of the recently enacted law, 
permitting corporations to contribute to such 
causes without submitting the matter to their 
stockholders. In addition, Insurance Superin- 
tendent Phillips of New York has notified the 
insurance companies that in any examinations 
or official action he would not object to any 
reasonable contribution to the Red Cross, and 
that such contribution would not be questioned 
in future examinations. 


—An article in THe Spectator of May 2 described 
the proposed amendments to the war-risk insurance law 
and quoted from the bill embodying them that ‘“‘the 
act may be cited as the war-risk insurance act.” As 
there seems to be some doubt as to the position of this 
bill in Congress, we may say that it has not yet been 
passed. 





“THE ADVENTURES OF TWO AGENTS:” 


A Continuous Story. 


Chapter 13. 


Watch for next Chapter 
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Why turn a successful morning into an idle afternoon. 





GENERAL AGENTS: 


If you are interested in our Business Building Methods, WRITE US. 


We have the policies that sell and territory open. 


RESERVE LOAN LIFE INSURANCE CO. 


INDIANAPOLIS, INDIANA 
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ACTUARIAL SOCIETY 


Henry Moir of Home Life Elected 
President at Largest Meeting 
Ever Held 








SIX PAPERS SUBMITTED 





P. H. Evans Says Theory that First and Second- 
Born Children Are Inferior Risks Is 
Fallacious 


New officers were_elected and several articles 
on insurance read at the annual meeting of the 
Actuarial Society of America, which was held 
last Thursday and Friday at the Hotel Astor. 
This was the largest meeting the society ever 
had, 115 members being present. Henry Moir, 
actuary of the Home Life, was elected presi- 
ent; William A. Hutcheson of the Mutual Life, 
and Arthur B. Wood of the Sun Life of Canada, 
vice-presidents; Wendell M. Strong of the Mu- 
tual Life was re-elected secretary; and David 
G. Alsop of the Provident Life and Trust was 
re-elected treasurer. John Thompson of the 
Mutual Life was chosen editor of the ‘‘Trans- 
actions.”’ 

The following were elected members of the 
council: F, L. Johnson of the Prudential, E. B. 
Morris of the Travelers, E. E. Rhodes of the 
Mutual Benefit, R. Henderson of the Equitable, 
Ray Murphy of the Equitable, and W. M. Young 
of the New York Life. 


SEVERAL PAPERS READ 
Perey H. Evans of the Northwestern Mutual 
presented a study of the mortality experience 
of that company, with 10,000 lives classified by 
the order of their birth. This investigation was 


made to test the conclusions of Karl Pearson, 


professor of eugenics, University of London, that 
first and second-born children are distinctly 
inferior risks and that the small family system 
would, therefore, result in racial deterioration. 
The Northwestern’s experience indicates that 
the mortality of first and second-born chil- 
dren, is, at the adult ages, neither more nor 
less favorable than the group of later-born 
lives on the general average. 


In a paper entitled ‘‘The Determination of 
Makeham Graduation Constants by Means of 
Equivalent Ages,’’ Percy C. H. Papps, actuary 
of the Mutual Benefit, said: ‘‘Any mortality ta- 
ble as taken from the statistics presents acci- 
dental irregularities which would not exist 
were the amount of data unlimited. By a 
‘graduation’ of the table these irregularities 
are smoothed out, and as close an approxima- 
tion as is possible obtained to the table that 
would result were the amount of the data from 
which the table is taken unlimited. In many 
cases the results of the mortality statistics are 
such that the resulting cyrve follows closely 
a mathematical law, and in such cases there 
are advantages in using the mathematical curve, 
if it can be made to conform closely enough to 
the results of the observation rather than a 
graduation of some other kind, 


MORTALITY EXPERIENCE 
“Joint Mortality Experience of the Aitna Life 
and Travelers Insurance Companies on Group 
Policies,’’ was the title of a paper written by 
E. E. Morris and E. E. Cammack. A synopsis 
of the salient features is given as follows: 


During the past year group insurance has been 
brought into great prominence. Its growth has 
risen apparently from a demand for it from 
employers to help them meet one of the prin- 
cipal difficulties with which they are confronted 
to-day from the abnormally high labor turn- 
over now being generally experienced. 

This paper shows the results of a mortality 
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investigation made of the experience of the 
£tna Life and Travelers insurance companies 
under their group policies written since they 
commenced this class of business and traced 
to the end of 1917. 

These companies commenced writing this class 
of business in 1913; since then they have ex- 
perienced a remarkable growth in their group 
departments. At the end of the period under 
review there was no less than $181,053,683 of 
insurance in force in the two companies, insur- 
ing 256,298 lives. There were 310,911 years of 
exposure and 2434 deaths. 

Under the present rulings of State Depart- 
ments, group insurance is permissible only up- 
on employees of one employer; and all em- 
ployees, or all employees of any one class, must 
be insuredy except that if the employee con- 
tributes to the premium, the insurance must be 
offered to all employees, and at least seventy- 
five per cent must agree to accept the insur- 
ance before a policy may be issued. Prior to 
this ruling some group insurance was written 
for associations. 

The authors have investigated the experience 
under four classes in regard to the contribu- 
tion of the employee to the premium. 

1. Where the employer pays the entire 
premium. 

2. Where the employer pays one-half of the 
premium. 

3. Where the employer pays one-fourth of 
the premium. 

In the three classes in which the employer 
did not pay the whole of the premium, unfavor- 
able mortality was experienced. This was due 
apparently to selection exercised against the 
insuring companies when all employees were 
not insured. The mortality experienced in the 
class, where the employer paid none of the 
premium, was shown to be very unfavorable. 
In the class where the employer paid the whole 
of the premium, the mortality experienced was, 
upon the whole, unusually light, although in 
some industries a high rate of mortality was 
disclosed, notably for steel foundries and roll- 
ing mills, tanneries, subway and elevated rail- 
roads and electric light and power companies. 

Other papers which were presented included: 
“An Investigation of the Mortality Prevailing 
Among the American Clergy,’’ by W. S. Nichols, 
editor of the Insurance Monitor and Insurance 
Law Journal; “Graduation by Symmetrical Co- 
efficients,” by J. R. Lams, Jr., of the Phoenix 
Mutual; and ‘Double Indemnity Clauses in 


Life Insurance Contracts,’”’ by W. A. Hutcheson. 





Life Underwriters to Discuss Federal Bill 

Two executive officers of large insurance com- 
panies will address the members of the Life 
Underwriters Association of New York on the 
general subject of selling life insurance at the 
regular monthly meeting to be held Tuesday, 
May 28, at the Arkwright Club. The bill re- 
cently introduced in Congress authorizing the 
tovernment to do a general insurance business 
will be discussed in all its possible relations to 
the business which the private insurance com- 
panies in this country are now doing. 


Dr. Wm. A. Fricke Resigns 


The resignation of William A. Fricke as vice- 
president and general manager of the Great 
Northern Life Insurance Company of Wausau, 
Wis., was reported on May 15, with the added 
announcement that he will retire for a long 
rest. He has held the positions now vacated 
since the organization of the company some 
nine years ago, during which period he has 
taken no vacation. Dr. Fricke was once State 
Insurance Commissioner of Wisconsin. Assist- 
ant Secretary John A. Sullivan will succeed 
him. 


—Don Baxter, who has been with the Michigan 
Insurance Department, has been appointed Deputy 
Commissioner, succeeding Walter Otto, resigned. L. 
E. Hands succeeds Mr. Baxter as assistant deputy. 
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CASUALTY, SURETY & 
MISCELLANEOUS 


ACCIDENT PREVENTION 


Excellent Results Attained During Last Year 
in Ohio Factories 


For the past six months Victor T. Noonan, 
director of safety for the Ohio Industrial Com- 
mission, has been making a survey of the State 
to learn what has been done in the way of ac- 
cident prevention. He has found that where 
special accident prevention departments have 
been established and operated upon a business 
basis, aided by workmen’s safety committees, 
the results have been excellent. His investiga- 
tion has covered a selected list of 500 shops 
and factories, most of them of the larger class. 
Where there are workmen’s committees, and 
systematic inspections have been made regu- 
larly, the reduction has been anywhere from 
fifteen to seventy-five per cent. Some of the 
reports show the following: 

Mark Manufacturing Company, Zanesville— 
Reduction now 54 per cent, as compared with 
the accidents in 1916. Youngstown Sheet and 
Tube Company, Youngstown—Reduction in first- 
aid accidents, 50 per cent; time lost, 50 per 
cent; infection, 50 per cent. United Alloy Steel 
Corporation, Canton—Reduction in 1918 of 50 
per cent of time lost, due to accidents. Briar 
Hill Steel Company, Youngstown—Decrease of 
50 per cent since last year. Carnegie Steel 
Company, Youngstown—Reduction of 75 per cent 
since 1914, when prevention work was taken 
up. American Steel Foundries, various plants— 
Decrease of lost time from accidents in 1917 of 
30 per cent over 1916. American Can Company, 
Hamilton—Reduction of fifty per cent in the last 
two years. American Frog and Switch Com- 
pany, Hamilton—Reduction of 25 per cent. 
Champion Tool Works, Cincinnati—No fatal ac- 
cidents in 12 years. Hamilton Foundry and 
Machine Company, Hamilton—Accidents are de- 
creasing. Heekin Can Company, Cincinnati— 
Accidents becoming fewer. National Carbon 
Company, Cleveland—Marked reduction in se- 
Tious accidents. Ralston Steel Car Company— 
Reduction in accidents to the eyes. Republic 
Rubber Company, Youngstown—Infection and 
serious accidents materially reduced, 

Mr. Noonan said that 75 per cent of the ac- 
cidents may be charged to the human element, 
and among such causes are the large number 
of inexperienced persons employed now, in- 
creasing demand for tonnage and production, 
neglecting to use safety devices, unsafe prac- 
tices, disobedience of safety rules, ignorance 
of hazards due to inexperience, indifference and 
recklessness. 

War, he said, is aiding the safety movement. 
People are becoming more sober and more 
thoughtful. Greater value is being placed upon 
human life and limb. Employers and workmen 
are trying to do their part by conserving life 
and keeping men in sound health. 








State Insurance a Failure 
As a result of the Halifax disaster, the Nova 
Scotia Accident Fund has reported a deficit of 
more than $700,000, and has been forced to en- 
list the aid of the Dominion Government to 
meet the large losses. The evident fallacies of 
State as compared with commercial insurance 
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are clearly brought to the foreground by this 
disaster. 

P. Tecumseh Sherman, former Commissioner 
of Labor of New York State, in analyzing the 
report of the Nova Scotia Fund, said that the 
burden of bearing the Halifax losses would have 
been distributed over the entire continent, in- 
stead of being localized, if the insurance had 
been written by commercial companies. As it 
is, the financial prestige of Halifax has suffered 
by adhering to the policy of State insurance. 

‘“‘A scheme which thus lets the loss from mis- 
fortunes rest in the immediate neighborhood of 
where it chances to fall to be met by extra 
assessments when it is exceptionally great 
does not deserve the name of insurance,” Mr. 
Sherman stated. “It fails utterly to perform the 
primary function of insurance, which is so to 
distribute the risks that the burden of losses 
shall nowhere be disturbing. In order to realize 
the disadvantages of substituting a mere local 
partnership in losses, such as is this Nova 
Scotia scheme, in the place of efficient insurance, 
we should consider what would be the conse- 
quences of local disasters if fire and ordinary 
life and accident insurance were also provided 
exclusively in the same manner.”’ 


To Organize Bankers Casualty Company 

The executive council of the American Bank- 
ers Association has approved the recommenda- 
tion of a sub-committee that a bankers’ casu- 
alty company be organized, with at least $500,- 
000 of capital stock and an equal amount of 

The company is to write only bank 
specializing on burglary and fidelity 
In any State where the State bankers’ 
insurance de- 


surplus. 
lines, 

bonds. 

association is maintaining an 
partment, which is frequently the 
bankers’ company is not to apply for a license 
until the State agency has first been offered to 
the insurance department of the State associ- 


ease, the 


ation. 

The dividends to stockholders are to be 
limited to a reasonable return, and provision is 
to be made for participation of the policyholders 
in the excess earnings. The committee reports 
that $250,000 of tentative subscriptions have al- 
ready been received from bankers. This sub- 
ject has been under consideration for some time, 
and the committee took a referendum of the 
members of the association as to their ex- 
perience on bank insurance and their willing- 
ness to buy stock in and take policy from a 
bankers’ company if it should be organized. 


The Employers Casualty and Surety Com- 
pany 

The Employers Casualty and Surety Company 
is being organized at Dallas, Tex., by W. B. 
Head, W. S. Mosher and Homer R. Mitchell. It 
is to have $200,000 capital, in shares of $100 
each, which are to be sold at $125. This com- 
pany is an outgrowth of the Texas Employers 


Insurance Association, 


Large Verdict for Loss of Arms 

A verdict for $55,000 was rendered in the Ap- 
pellate Division of the Second Department in 
Brooklyn, N. Y., 
New York, New Haven and Hartford Railroad. 
An employee was working on a telegraph pole 
when a current of 11,000 volts passed through his 
body and burned off his arms. 


recently, in a case against the 


Golf players of the Casualty and’ Surety Club of 
New York visited Philadelphia on Tuesday last for a 
tournament with the sister club of that city. Evi- 
dently the Quaker City players won out, for a dispatch 
states that the New York players were not up to the 
mark, though they made a good showing, Possibly, 
the rain had something to do with it. 
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ACTUARIES MEET 


New Papers Read, followed by Discus- 
sion of Last Meeting’s Reports 


CONSTITUTION ALTERED 


Admittance to Society Made Easier—One New 
Candidate Elected—Job Hedges Speaks 

The semi-annual meeting of the Casualty Ac- 
tuarial and Statistical Society of America was 
held on Monday and Tuesday of this week at 
the Yale Club, and the principal business con- 
sisted in the reading of several articles by 
members of the society and a discussion of 
the papers presented at the last meeting. Dr. 
Bruce D. Mudgett, professor of business ad- 
ministration at the University of Washington, 
Seattle, Wash., was elected by the society to 
fellowship. 

In order to make the entrance requirements 
to the society less stringent, an amendment to 
the constitution was passed whereby a person 
who has been approved by the council may 
waive the regular examination providing that, 
“for a period of not less than two years, he has 
been in responsible charge of the statistical or 
actuarial department of a casualty insurance 
organization, or has had such other practical 
experience in casualty or social insurance as 
in the opinion of the council renders him quali- 
fied for associateship, 


ADDRESS BY JOB HEDGES 

Job E. Hedges, counsel to the Association of 
Life Insurance Presidents, was the principal 
speaker at a dinner held at the Yale Club after 
the close of the first day’s session. ; 

Albert H. Mowbray, vice-president and actu- 
ary of the Liberty Mutual of Boston, read a 
comprehensive and detailed paper on ‘‘A New 
Criterion of Adequacy of Exposure,’ in which 
he showed how groupings of classifications may 
be combined more closely and still give sufficient 
spread to yield reasonably dependable experi- 
ence indications. He pointed out that it is not 
compensation work to express 
terms of annual full-time 

convert that result into 
The first process can readily 


necessary in 
probabilities in 
workers, and then 
terms of payroll. 
be eliminated. 

“The advantage of this treatment,’’ which Mr. 
Mowbray worked out mathematically, ‘is that 
it avoids the necessity of arbitrary assumption 
or statistical investigations as to average wages 
by which we may pass from a probability ex- 
pressed in terms of the individual into a rate 
based upon wages on payroll. We only require 
to determine the average compensation cost 
per occurrence of the type under consideration.”’ 

“T believe a careful use of this criterion will 
be of great value in analyzing data to be used 
in workmen’s compensation rate-making.”’ 


NEW RATING SCHEDULES 

How the admitted defects of the ‘‘Universal 
Analytic Schedule, formerly used for schedule 
rating as applied to workmen’s compensation in- 
surance, have been corrected without sacrificing 
the valuable features, was brought out in a 
paper on ‘‘The Industrial Compensation Rating 
Schedule, 1918,” by E. H. Downey, special deputy 
of the Insurance Department at Harrisburg, Pa. 
Extracts are given as follows: 

The standards of safeguarding were thoroughly 
overhauled, with a view to conforming more 


closely with the best engineering practice and 
with the legal standards of the several States. 
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These latter were found to differ widely 
among themselves, so that it was necessary to 
enlist the co-operation of State and Federal 
authorities in the task of reconciling statutory 
and administrative requirements, The Indus- 
trial Compensation Rating Schedule, 1918, 
much more than any of its predecessors, may 
thus claim to embody universal safety stand- 
ards. This highly gratifying result was, of 
course, made possible by the antecedent labors 
of schedule-makers during a period of years. 

Inasmuch as the flat premium values of the 
Universal Analytic Schedule had proven espe- 
cially unsatisfactory in practice, the committee 
wholly abandoned this method of value expres- 
sion. All items in the 1918 schedule are valued 
either in per cent of manual rate or in cents on 
payroll. In this way a schedule rate is produced 
which does not in any manner depend upon or 
vary with the estimated payroll disclosed by 
the policy declaration. Since, moreover, all 
compensation insurance rates are quoted in per 
cent of payroll, the item values of the 1918 
schedule are, as respects any given risk or any 
given classification, not merely reducible, but 
already reduced to a common denominator. 

The awkwardness of the Universal Analytic 
Schedule, with respect to rate control, was over- 
come by the device of rating formule. 

Still more fundamental and far-reaching is 
the committee’s attempt to relate the item 
values of the schedule to accident cost. Every 
rating schedule purports to establish rates of 
individual risks which shall be proportionate to 
certain enumerated hazards thereof. 

In Professor Whitney’s expressive phrase, 
schedule rating is a refinement of classification 
rates by way of rate increases or decreases for 
the presence or absence of specified hazard 
characteristics which serve to differentiate the 
risk in question from others in the same manual 
classification. To this end a definite rate or 
premium value is assigned to each risk feature 
whereof the schedule takes account. If, and 
in so far as, the values so assigned do not cor- 
respond to probable loss cost the ostensible pur- 
pose of the schedule, as respects rate adjust- 
ment, is defeated. Scientific schedule-making, 
accordingly, must depend upon the statistical 
determination of partial pure premiums answer- 
ing to the specific hazards—in the case of com- 
pensation insurance, the specific accident causes 
—covered by the schedule. 

The Industrial Compensation Rating Schedule, 
1918, constitutes an important advance upon its 
predecessors. It is more elastic in respect of 
adaptability to varying industrial conditions, 
more flexible in respect of statistical control, 
more organic in structure, more in accord with 
the theoretic requirements of individual risk 
rating. The standards have been improved in 
many points of detail, anomalies of the former 
schedule, as applied especially to small risks 
and low-rated industries, have been corrected; 
above all, it is believed that a foundation has 
been laid for future development. The erection 
of a sound and stable superstructure will mainly 
depend upon the accumulation and analysis of 
appropriate statistical data. 

Albert W. Whitney, general manager of the 
National Workmen’s Compensation Service Bu- 
reau, read a paper entitled ‘‘Theory of Experi- 
ence Rating.”’ 


Self-Insurance in Massachusetts 

The ways and means committee of the Mas- 
sachusetts Senate on Monday held a _ hearing 
on the self-insurance measure for compensation. 
Representatives of the larger manufacturing in- 
terests of the State appeared before the com- 
mittee in favor of the measure, arguing that 
the idea of self-insurance was right in line 
with the principal concern of compensation in- 
surance, namely, a reduction in the number and 
severity of accidents, since employers carrying 
their own insurance naturally have a greater 
immediate incentive in keeping down industrial 
accidents. 

Organized labor opposed the measure in its 
present form, but agreed to the idea if carried 
out under the direction of the Industrial Acci- 
dent Board, 
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1868 JUBILEE YEAR 


In celebration of its 
FIFTIETH ANNIVERSARY 


THE PACIFIC MUTUAL LIFE 
INSURANCE COMPANY OF CALIFORNIA 


is extending its service to the insuring 
public through a 


SPECIAL SOUVENIR POLICY 


which is the most complete in its cover- 
age of any contract the Company has 
ever issued, and at reduced rates. 


“IT PAYS SEVEN WAYS” 
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Firry YEARS OF SERVICE TO THE GREAT INSTITUTION OF 








OMPARATIVELY few men are fortunate 
enough to complete fifty years of business 
life, while there are still less who are able 
to celebrate fifty years of service with one 


organization. The same statement is in 








the main true of companies, institutions 
and even newspapers and magazines, for 
the mortality among these is very great, in a period of half a 
century, when one considers the tremendous number which 
are created annually; flutter like the butterflies for a brief 
space and are then consigned to the limbo of the forgotten. 
It is, therefore, with a natural feeling of pardonable pride 
that THe Spectator proclaims its arrival at the half-century 
mark in its history, and looks back at fifty years of service 
rendered to the now mighty institution of insurance to a 
degree unsurpassed and unequaled by any similar publica- 
tion. 
but a small factor in the world of business, when its value 
as a potent force in the economic structure of the nation had 


From its very inception in 1868, when insurance was 


not been recognized, when its growth was but dimly foreseen 
in the minds of its managers, when its possibilities were but 
as phantoms in the brains of even the greatest visionary, 
THe SpeEcTATOR has ever had in mind the one clear thought 
of usefulness to the business. Service in guiding the devel- 
opments of the varied branches of insurance along the lines 
of safety and progressiveness; service in aiding the compa- 
nies to bring their plans properly before the public; service 
to the agents in instructing them in all the phases of their 
industry, and service to the public in educating it as to its 
needs, directing it along the paths which insure absolutely 
guaranteed protection. That success of a congratulatory na- 
ture has crowned our efforts is abundantly evidenced in the 
unstinted recognition accorded THe Spectator, both here 
and abroad, as the leading insurance journal—the pre-eminent 
National insurance journal of the United States. 

Upon the inauguration of this journal at Chicago a half 
century ago the announcement was made editorially that the 
aim would be to establish “an insurance journal which shall 
exist solely upon the strength of honesty, independence, dig- 
nity and usefulness.” That aim has been and is most rigidly 
adhered to, with the natural result that a vast amount of in- 
fluence has been exerted by THE Spectator in the mighty de- 
velopment of all branches of insurance which has taken place 
in its career of half a century. 

Making its initial bow in the city of Chicago as an “Ameri- 
can Monthly Review of Insurance,” in the year 1868, THE 
SpPEcTATOR soon found it advisable to remove to New York, 
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the opportunities in that city being greater for the upbuilding 
of a truly National insurance journal than in the West, keep- 
ing, however, a Western department at Chicago, which it still 
maintains. For about twelve years the paper continued as 
a monthly, but on December 9, 1880, changed to a weekly 
publication in order to keep more fully abreast with the rapidly 
expanding insurance interests. It had by that time firmly es- 
tablished itself as the recognized leader in insurance jour- 
nalism—a position which it has held firmly ever since, as is 
testified to in the thousands of complimentary remarks made 
about it by its long list of subscribers and by its contem- 
poraries. Conducted from the start on a high plane of journal- 
ism, and displaying constantly an enterprising spirit in the 
carrying out of its work, THe Spectator has proved of ines- 
timable value to the insurance fraternity at large. Its man- 
agement has been practically continuous from the first—the 
President of The Spectator Company has been in active ser- 
vice with it, without interruption, dating from September 
1877, thus having been steadily in the harness for more than 
four-fifths of the time in which THE Spectator has lived and 
served, while several others of the official staff have been 
identified with it for a quarter of a century and more. This 
continuity of management accounts largely for the persist- 
ency with which the paper’s original aims have been so faith- 
fully adhered to. 

Besides presenting the current news with appropriate 
comment, THE SPECTATOR very early in its career sought the 
services of the leading men in the business to contribute arti- 
cles of a technical and scientific nature, many of which have 
been instrumental in adding to the safety of the business by 
developing sound practices. It also devoted a large share of 
attention to the statistical side of insurance, not only as re- 
lates to analysis of the company’s annual reports, but also as 
to company experience and questions affecting insurance risks. 
This course speedily led to the publication of standard insur- 
ance literature, covering every phase of the business, resulting 
in The Spectator Company becoming by far the largest pub- 
lisher of insurance works in the world—a position which it 
still maintains, for the new and useful works published by it 
during the past few years are more numerous than ever be- 
fore. More than one million copies of various insurance pub- 
lications are issued from the presses of the company each 
year, all of which contribute to greater efficiency on the part 
of company managers and agents as well as to the better in- 
struction of the insuring public. This is a class of service 
of which Tne Spectator is justly proud as an integral part of 
its fifty years of existence. 
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GOLDEN JUBILEE 
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HE SPECTATOR 


A WEEKLY REVIEW OF INSURANCE 


TO COMMEMORATE FIFTY YEARS OF CONTINUOUS PUBLICATION 


(25° Tue Spectator is published weekly from the offices, 135 William Street, New York, by Tue Spectator Company 
The subscription price is Four Dollars per Annum, Postage Prepaid 


HIS Golden Jubilee Number of THe Specraror, desig- 
nated as Section I], is sent out with Section I of this date 
and is issued and presented to our subscribers in celebration of 
the Fiftieth Anniversary of the founding of THE Spectator. 
The high positions occupied in the insurance world by the 
respective contributors and the diversity and importance of 
the topics discussed, the high character and artistic qualities of 
its illustrations and typography, are all co-ordinated to render 
this Golden Jubilee Number the most attractive issue ever 
published by an insurance journal. The publishers of THe 
SPECTATOR desire and intend that this journal shall continue to 
occupy the leading place, and that it shall purvey to its readers 
in the future, as in the past, a satisfying service, embracing 
news, statistics, educational articles and editorial comment. It 
is hoped that these results will ke even more fully achieved in 
the future than during the last half-century. 
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OTICE is hereby given that this number of THe Sprcra- 
TOR is copyrighted, in accordance with law, and that we 
reserve to ourselves the sole right of reprinting any of the 
articles embraced in its pages. We quote from a letter received 
from the Librarian of Congress: “If you should secure copy- 
right entry for this number, one claim to copyright on the title 
page thereof is all that is necessary. It will not be necessary to 
secure copyright entry for each article separately.” 


N offering our hearty thanks to the prominent ladies and 
gentlemen who have contributed to this Golden Jubilee 
Number, we desire to express not only our own appreciation 
of their courtesy, but that of our readers, many of whom will 
secure from such contributions new light upon topics which 
are treated by experts in their respective lines. 
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1. number of THE SpecTATOR is mailed, without addi- 
tional charge, to every regular subscriber of our jour- 
it is 
upon 


nal. In thus commemorating our Fiftieth Anniversary, 
our wish to afford them an unusual array of articles 
various features of the insurance business, which are both in- 
teresting and instructive, and to emphasize the progressiveness 


and enterprise of THe Srecraror. The numerous contribu- 
tions of an educational and permanent value upon different in- 
surance subjects, combined with the artistic effects embodied 
in this issue, make it, as we believe, the handsomest number of 
an insurance journal thus far produced; and we trust that our 
subscribers will coincide with this opinion. 
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LIFE INSURANCE AFTER THE WAR 

re any study of the possible effects of war on life insurance, 

especially the life insurance business of this country, the 
natural thing is to survey the career of life insurance during 
the period of the Civil War and the years immediately follow- 
ing the declaration of peace in 1865. To-day, however, con- 
ditions surrounding the business of life insurance are so 
different from what they were a half century ago that it is 
doubtful whether “history will repeat itself.” 

In some respects there will be results quite coincident with 
those as revealed during the Civil War days and the Recon- 
struction period. From the standpoint of new business the 
gross amount written in the first year of the Civil War showed 
a slight falling off, and then, as the mortality of the war taught 
grim lessons of the need for protection, the next few years 
showed a remarkable increase in the amount of new insurance 
issued annually. This increase continued until 1869, when 
it reached its height, and then a steady decline set in which 
continued until 1878, in which year the new insurance issued 
amounted to only about one quorter of that issued in 1869. 
Certainly the financial conditions of the times and the panic 
of 1873 had material effect on the business of life insurance, 
following the war. Since the Great War started in 1914, a 
similar experience has been shown as during the period of the 
Civil War, viz., a slight falling off in the first year, with a great 
increase in the next three years, the rate of increase being 
about parallel with that of the Civil War period. 

This is an interesting comparison as far as it goes, but to 
use the after-Civil War results as a guide for the future of 
life insurance now would seem to be rather shortsighted. It 
is true there may be some falling off in the amount of new 
business actually written because of the large number of im- 
paired lives that will be found among applicants to whom in- 
surance will necessarily be issued only in restricted amounts, if 
at all. Another factor, probably the most important factor 
of all, to consider will be the curtailed purchasing power of 
the public, an economic problem which always follows war 
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when there is necessarily a considerable liquidation of in- 
debtedness and a contraction of production. On the other 
hand, going back to the Reconstruction days in America, it 
must be recalled that financial practice was very different 
fifty years ago from what it was to-day, and there were many 
financial failures of insurance companies, which naturally 
brought about a considerable reduction in the insurance fa- 
cilities of the public. To-day, with the rigid State supervision 
of insurance, failures of legal reserve life insurance companies 
are extremely rare. 

Elements which will in all probability offset the factors 
which would tend to bring about a falling off in the volume 
of life insurance during a period of ten years, beginning about 
five years subsequent to the declaration of peace, must also 
be considered. These did not exist in the Civil War days and, 
in fact, are of rather recent origin. They are, briefly: (1) 
The larger conception of the value of a human life, as brought 
about by the Government plan for insuring soldiers and sailors ; 
(2) Group insurance; and (3) ‘“Millionaire’’ policies. 

(1) Prior to the declaration of war the average life in- 
surance policy was very small, although much larger in Amer- 
ica than in any other country in the world. Even at that, 
when the Government announced a plan of offering protec- 
tion to its soldiers and sailors up to the amount of $10,000, the 
response of the army and navy was almost unanimous and 
the average amount applied for was in the neighborhood of 
$8,500, or more than four times the average amount of the 
ordinary policies in force prior to 1917. As insurance for 
$10,000 became a sort of family by-word, the public began to 
awaken to the fact that for the most part it was greatly un- 
derinsured. Thus, policyholders increased the insurance they 
already carried, while persons who had never applied for 
life insurance were convinced that what was regarded as 
the best sort of protection for families of soldiers and sailors 
must also be the best protection for their own families. 

(2) The great labor problem of turnover has been partly 
met by a development of welfare work on the part of em- 
ployers among their employees. As a part of this system of 
welfare, life insurance to the amount of an individual’s annual 
earnings from a given date of service (generally six months 
or a year) is given to each workman. In a period of a few 
years this sort of protection, known as group life insurance, 
has grown to tremendous proportions, single applications for 
such large amounts as $35,000,000 or more, having been 
already recorded. This branch of life insurance is just one 
small part of the process of socializing business, which in 
its turn is bringing about a more equitable distribution of 
wealth; it is producing a condition wherein more persons are 
able to buy life insurance and are buying it in larger amounts 
than ever before. 

(3) The third phase of recent life insurance development 
is observed in the wide uses to which life insurance is being 
put by individuals, firms and corporations. Personal appli- 
cations for policies aggregating anywhere from a modest 
$100,000 to $2,500,000 are not uncommon to-day. These 
policies are generally taken by those who are wealthy and 
want to keep their estates intact by protecting them against 
impairment due to inheritance taxes under State and Federal 
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Laws. Partnerships and corporations have found life insur- 
ance a real asset, and large amounts are being placed daily 
on the lives of valued partners, salesmen and corporation 
officers. Especially has this been true since the Federal Re- 
serve banks are now requiring information concerning the 
amount of life insurance carried by many of its borrowers. 

In view of the foregoing it would appear that life insur- 
ance has before it a future of expansion rather than one of 
contraction, the experience of companies operating in the Civil 
War time to the contrary notwithstanding. 


it 


AST year the public of the United States paid in premiums 
for the so-called miscellaneous branches of insurance over 

$230,000,000. These premiums were paid as_ protection 
against the loss incurred by accident; sickness; workmen’s 
compensation; public, contractors’ and employers’ liability ; 
steam-boiler explosions; fly-wheel bursting; plate-glass break- 
age; automatic sprinkler leakage; automobile property dam- 
age, theft and collision; burglary; theft; fidelity; surety, and 
live-stock. There is scarcely a single hazard to which in- 
dividuals and industries are subject that cannot now be covered 
by some form of insurance. About the latest developments 
in this line are those in connection with air-raid insurance, so 
fully described on other pages of this number, bombardment 
and explosion insurance, while even aviators operating aero- 
planes for pleasure or business now have insurance protection 
extended to them. 

Fifty years ago, none of the lines mentioned above were 
operated in this country, with the single exception of accident 
insurance, and even that had been introduced less than a year. 
The growth, therefore, to a premium income of over a quarter 
of a billion dollars in a single year is a wonderful example 
of the ability with which this important development of the 
insurance business has been conducted. 

Practically every line of miscellaneous insurance has been 
developed as the result of popular demand for indemnity 
against possible loss from a wide variety of hazards. The de- 
velopment of the automobile and airplane are significant ex- 
amples of the constant and changing conditions of living, which 
give rise to new and ever-present hazards to life, limb and 
property. The flexibility of private capital is such that the 
demands of the public have met ready response on the part of 
the insurance companies. 

Many of the miscellaneous lines now operated are ex- 
tremely technical in their nature and have required a display 
of talent of the highest order, so that the indemnity offered 
the public might have absolute security behind it. Many 
companies have fallen by the wayside in the upbuilding of this 
business, but, thanks to the care exercised in close supervision 
of the corporations, comparatively little loss has been suffered 
by the public. The growth of the entire insurance business of 
THE SPECTATOR has been truly wonderful, but the palm for 
growth must certainly be awarded to the casualty, surety and 
miscellaneous branch, for it alone has developed from nothing 
to its present strong and commanding position. 
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A HALF CENTURY OF 


By Artuur L, J. 


¥‘T has been the aim of THe Srecraror during its 
) +career of fifty years to give aid and encourage- 
ment to all forms of legitimate insurance enter- 
prise; to supply insurance agents, through its 





columns and by specially prepared publications, 
with all the latest and most convincing arguments 
for securing insurance; to cover the ground thoroughly by 
means of technical, statistical and popular treatises and to 
leave nothing undone which would be likely to contribute to 
the education of the public at large concerning the important 
benefits and advantages of insurance of all kinds. 

Fifty years ago the value of life insurance was held in 
more or less suspicion by a large majority of the people, but 
the life insurance awakening in later years by means of in- 
surance education has brought the classes and the public gen- 
erally more and more te realize the importance of life insur- 
ance protection, so that in these modern times the public is well 
informed on the forms of insurance most likely to meet the 
wants of each. 

It has been well said that life insurance is the only com- 
modity which is sold and not bought. A person buys clothes 
because they must be worn, for the proprieties demand that 
Numerous other necessities are 
Life 
must be sold, because the average person is apt to look upon 
it, notwithstanding his appreciation of its value, not as a prime 
necessity of life—although it really is an absolute necessity. 

Statistics gathered by THe Srecraror show that at the 
close of 1917 the life insurance companies of the United 
States were possessed of assets amounting to nearly six billion 
dollars, while the grand total of insurance in force, including 
ordinary and industrial, exceeded twenty-seven billion dollars. 


one must be decently clad. 


purchased for the same reason. insurance, however, 


These figures represent the accumulated efforts of over sixty 
years of life insurance propaganda; they constitute the great 
structure whose foundations were laid by the pioneer leaders 
in the business, who have now passed away, by whose work 
was made possible the great institution, the benefits of which 
now enter so largely into the economic welfare of the nation. 
They show the magnificent upbuilding by the present men at 
the head of the companies, who have been steadily developing 
what the farsighted vision of their predecessors planned; they 
represent the educational work of thousands upon thousands 
of faithful agents who have passed to their reward, confident 
in the good they had accomplished for mankind, and the con- 
stant endeavors of other thousands who have made the busi- 
ness of life insurance their daily task during the present gen- 
eration. 

For the half-century which has rounded, during which 
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period life insurance has grown from infancy into a highly 
developed condition of adolescence and efficiency, THE Spec- 
TATOR and The Spectator Company rightfully claim their share 
in the accomplishment of the education of the public to the 
benefits and advantages of life insurance as a protection for 
dependents and a guarantee against penury in old age. 

When THe Spectator was established in 1868 life insur- 
ance in the United States was only in its beginnings. The 
public generally viewed it askance. Many persons argued that 
taking out a life insurance policy was equivalent to flying in 
the face of Providence, while the agency force was made up 
mainly of men who looked upon the business of life insurance 
solicitation as a temporary occupation until they could get 
something more profitable. In the course of years all this has 
been changed infinitely for the better. The public at large now 
recognizes that life insurance is a necessity, not only for the 
wage-earner and salaried man, but also for the business man 
and capitalist, the firm and corporation. Live, progressive life 
insurance companies now select their agents with as much care 
as does any highly specialized business or profession, and the 
caliber of the men now compares favorably with those in any 
other business or profession. 

In this vast and successful work of educating the public 
insurance-wise and training the agents by means of instructive 
articles and publications, written by men of ability and ex- 
perience, THE SpecTATOoR and The Spectator Company have 
been unflagging in their efforts to advance the great cause, and 
naturally take pride in viewing their important contribution 
to the huge success achieved by the companies and their agents. 

This educational work, which has been carried on for the 
good of the insuring public and the insurance companies, has 
been freely recognized by managers and the insurance world 
as being highly influential in bringing about the present happy 
condition of affairs when it is now comparatively easy to 
obtain new insurance, and when the aggregation of insurance 
rolls in in stupendous sums annually. Indeed, life insurance 
is now sold more readily than ever before. 

In this field of usefulness The Spectator Company, with 
its circulation of considerably more than a million copies of 
publications annually, throughout the length and breadth of 
the land, has rendered an amount of service to the institution 
of insurance which is unparalleled. 

As the largest insurance publishers in the world, The 
Spectator Company has distributed thousands of life insur- 
ance publications, more and more with the increasing years, 
directly reaching a large proportion of the adult population of 
the country. We recall three life insurance booklets put out 
by The Spectator Company within a couple of years which 
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reached a circulation exceeding a million copies, and are still 
enjoying a wide sale. Such publications we have been pub- 
lishing and distributing for a period of fifty years, through 
companies and agents, or have sold them direct to the insured, 
and in this manner have so assisted in spreading the gospel of 
life insurance as to make the public generally recognize the 
fact that every person should carry all the life insurance 
necessary for the complete protection of his family and him- 
self. 

It is, therefore, not to be denied that the immense pub- 
licity given to the value of life insurance by THE Spectator 
and The Spectator Company has contributed in no small de- 
gree, during the past fifty years, to the wonderful growth of 
the business and aided in producing a condition of thought 
which enables the agent to procure, and the companies to write, 
larger volumes of new business than ever before, with less 
effort and at lower cost. 

In the line of the development of insurance literature, The 
Spectator Company has just published a new edition of its 
well-known catalogue of Standard Insurance Publications, 
which lists and contains reference to 1451 insurance works 
published or handled by the company. The private library of 
THE SpeEcTATOR is also listed in this catalogue, embracing 
4309 books, including many rare insurance works now out of 
print. The publications thus listed include over 2000 copies 
of official insurance department reports for the various States 
and years, and also valuable yearly files of numerous publi- 
cations. Insurance men are cordially invited in the future, 
as in the past, to visit and make reference to this library as 
their needs might require. 

To give an instance of the importance and influence of our 
publishing business on insurance interests, it may be stated 
that this company, during the past five years, has issued every 
year an average of 57 periodical publications. During the same 
period some 70 other publications, not annuals, have been 
issued by the company. The figures thus given show an 
average annual output by The Spectator Company of 71 pub- 
lications, exclusive, of course, of the 52 weekly issues of Tue 
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SrectATOR. These figures present an idea of the magnitude 
and variety of the work performed by this company on behalf 
of the various branches of the insurance business and of our 
large and increasing SERVICE for the good of insurance. 

What we have said about the development of life insurance 
can with equal truth be stated regarding the growth and 
progress of fire, casualty and the miscellaneous branches of 
insurance; THE SPECTATOR, having contributed its share of 
assistance in the upbuilding of those branches of the business 
and by means of book publications and leaflets devoted to the 
respective lines, has also accomplished in connection with these 
branches a vast amount of good in educating the public as to 
the necessity of insurance protection and in reiterating the fact 
that every man should carry varied insurance to the full ex- 
tent of his requirements and ability. 

With our prestige, influence and circulation, it goes with- 
out saying that such benefits to the great business of insurance 
as we have been able to confer do not go unrewarded. On 
the contrary, THE SPECTATOR receives appreciative advertising 
support from the insurance companies generally, and for the 
evidence of such patronage presented in this Golden Jubilee 
Number we take this opportunity to extend our grateful thanks 
to the insurance fraternity. There is not an insurance com- 
pany, however large or however small, that cannot fail to 
profit by keeping constantly before the readers of its technical 
press its claims to public confidence through judiciously pre- 
pared and handsomely displayed advertisements. There is 
not an established company in the business which has not 
profited to a very large extent by the dissemination of facts 
and the urging of correct practices through the columns of 
Tue Specrator, and the other representative insurance jour- 
nals, and it behooves and will profit all companies to show, 
as they grow and prosper, even greater appreciation of this 
service by liberal and steady advertising and publicity. 
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AN APPEAL FOR UNIVERSAL SERVICE 


By J. S. FRELINGHUYSEN, U.S. Senator, New Jersey 


OUR request to contribute an article to vour 
Jubilee Number gratifies me very much, 
yet | am compelled to say that the stren- 
uous nature of my duties in Washington 
prevents me from taking up any additional 





duties just now. 

While, however, I cannot furnish the contribution 
desired, | would certainly fail in my duty if | did not 
extend my congratulations upon the splendid work 
done by THE SPEecTATOR during its honored career 
in the peculiar field of insurance, to which | have 
devoted the greater part of my own life. Further- 
more, its services to the business world in general 
have been of the greatest possible value. 

Nor can | permit this opportunity to pass without 
uttering a patriotic word concerning the welfare of 
our beloved country in this great crisis in its history. 

We are engaged in the most desperate struggle 
of the ages 
of democratic institutions in the world at large, and, 
particularly, upon this side of the Atlantic. We 
Americans must become fully alert to the fact that, 
if we fail, in conjunction with our Allies, to defeat 
the machinations of the brutal forces of Middle 
urope, we shall have lost all we have gained as a 





a struggle involving the very perpetuity 


liberty-loving people since July 4, 17760. 

This is no fancy picture; no idle tale; no figment 
of the imagination. It is a bald fact, a literal truth. 
Should Prussian militarism be extended over West- 
ern Europe it will in due time extend over the Ameri- 
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can continent, both north and south, and the blight 
of despotism will come over the whole earth, as it 
now covers so large a part of it. 

This disastrous attainment must be prevented, 
and will be prevented, but not until America is fully 
awake and the combined force of our varied re- 
sources in man-power, in treasure, and in supplies, is 
cast into the scale. 

This great battle for civilization can and must be 
won, but that can only be attained through the agency 
of a united people, every individual citizen casting the 
full force of his personality into the equation, regard- 
less of the measure of sacrifice he may be called upon 
to make. 

Through you, therefore, I call upon your readers, 
and Americans everywhere, to come to the rescue of 
the Government, to aid in the prosecution of the war, 
to hold up the hands of the President and all others 
in authority, in this stupendous combat between 
might and right, between the despotism of the Hun 
and the democracy of a freedom-loving people, who 
abhor the “Kultur” which kills, but are lovers of 
eternal justice among all men 


LE 








Ye 














THE SPECTATOR 


Thursday 





SURETY UNDERWRITING 


By F. W. La FRENTz 


President, American Surety Company 


» HEN the statement is made that a company is 
engaged in writing fidelity and surety bonds it 
sounds simple enough, but the business of cor- 
porate suretyship is in fact extremely complex. 
The obligations which a surety company is called 

upon to assume and the guaranties that it is asked to issue are 
so diversified in character that when we attempted to classify 
them recently we found that we had nearly six hundred 
genera. Just how many distinct species and varieties each 
genus may ultimately be found to contain is a matter of specu- 
lation. Our compactly printed rate manuals, which attempt to 
give a sort of working catalogue of the species we have already 
identified, run into hundreds of pages. 

We guarantee the honesty and fidelity of employees. 

We bond public officials in almost all capacities. 

We bond paymasters and disbursers of money of the Army 
and Navy, who must handle and account for the enormous 
sums paid as compensation to those engaged in the great world 
struggle, and in connection with the building up of the great 
vehicles and accessories incident thereto. 

We guarantee the honesty, integrity and practically the in- 
telligence of trustees, guardians, administrators and executors. 
Such bonds often run for a long term—five, ten or more years— 
according to the duration of the trust. They are treacherous 
and uncertain obligations, the bane of the surety underwriter. 
The reasons for the hazards of this business are patent to every 

.thoughtful business man. They arise from changing business 
conditions and personal vicissitudes, and often, one must admit, 
from subtle changes affecting the moral stamina of the per- 
son bonded. Such elements, together with the necessity of 
producing at the end of the suretyship a proper accounting 
of all that has transpired, make these risks one of the most 
uncertain classes of surety obligations, requiring the utmost 
care and the greatest skill of the underwriter in their selec- 
tion and supervision. 

We bond the receivers of financially embarrassed corpora- 
tions. Such men must often carry on the business of the cor- 
poration during the receivership. 

We act as surety upon the bonds and undertakings re- 
quired by statute in court proceedings, as well as the innumer- 
able obligations not specified by code and statute, which may 
be required in connection with such proceedings, as one party 
or the other to the litigation seeks tec do some act or to restrain 
the other party. 

We guarantee the compliance with customs laws, with 
excise requirements and with internal revenue exactions. 

We secure public deposits and special funds in financial 
institutions. 


We guarantee the performance of contracts for the con- 
struction of buildings, roads and public and private works of 
all characters, including cantonments and aviation fields, as 
well as contracts to furnish supplies of all kinds, including the 
ships, the guns and their mounts; clothing—and, in short, all 
the munitions of war. 

While the guaranties | have mentioned are extremely 
varied in character, they give but a slight idea of the scope of 
our business. The limits of this article, however, will not per- 
mit me to extend the list further. 

In attempting to fix rates that shall be reasonable, while 
keeping within the limits of safety, for the various obligations 
that surety companies are called upon to assume, they are con- 
fronted with many difficulties. Experience tables, which guide 
and guard the underwriters of life, fire, health and title insur- 
ance, are either lacking or based upon too short a period or too 
few risks to be reliable. Moreover, many cases arise with so 
many individual peculiarities that they must be acted upon 
without regard to experience tables. Therefore it can be 
understood that safe and profitable underwriting of the multi- 
form risks offered surety corporations calls for the greatest 
care and scrutiny. To protect their stockholders by employing 
the best method for the profitable and safe selection of risks is 
the constant study of the responsible heads of corporations en- 
gaged in this field. We aim to keep down the loss ratio. 

My solution is to have this serious and important phase of 
my company’s functions taken care of by a small committee 
composed of those who, by their training and suretyship edu- 
cation, can give a responsive consideration to this subject with 
a receptive capacity for the assimilation of pertinent informa- 
tion obtainable from all available sources. 

This underwriting committee is vested with large but 
limited authority for the execution and issuance of all the obli- 
gations presented to the company; but always—and this, | 
think, is one of the greatest values of this method—with the 
constant co-operation of the chief executive officers of the 
corporation, by reason of which there is a constant interchange 
of opinions and views in all cases exceeding in amount the 
limits of the underwriting committee, as well as in special cases 
within such limits. 

This committee has supervision of the numerous other un- 
dertakings of the company in smaller amounts, and in conse- 
quence thereof its members are in possession of facts, sug- 
gestions, ideas and experiences from a class of trained 
salaried surety men, known as managers, located in the forty- 
five large cities of the country. All are constantly inter- 
changing opinions and information gathered from original 
sources, which tends to keep the judgment of the underwrit- 
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ing committee in touch with local conditions and requirements. 

The work of the underwriting committee in large and spe- 
cial cases is reviewed by the executive committee of the com- 
pany and this committee also keeps its eye on the general re- 
sults of the cases underwritten at the home office and in the 
field. 

There must unavoidably be many losses on surety bonds. 
If such were not the case corporate suretyship would not be 
necessary and bonds would not be needed. My observation 
is that many of such losses arise from causes, not merely unex- 
pected, but that cannot be foreseen or guarded against at the 
time of the authorization of the obligations. 

It is evident from the scope and complexity of the busi- 
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ness in which we are engaged that we are exposed to a variety 
of hazards greater than those confronting underwriters in 
other fields. Added years of experience may teach us to fore- 
see and avoid many of the dangers, but I fear there will 
always be others more numerous to take their places. 


FU Kafferke, 


| 
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THE 


FIRE INSURANCE 


MAN 


By GEORGE VELTEN STEEB 


=) IIERE is a vast difference between the terms 4 Fire 
Thiisurance Man and THE Fire Insurance Man. 
The former indicates an /ndividual, be he clerk, 
broker, agent, special agent, underwriter, ad- 
juster, executive or anyone else connected with 
the fire insurance business, while the latter can best be likened 
to a composite photograph of executive ability made up of 
finance, engineering, underwriting, adjusting, investigating, 
testing, rule-making, rate-making, fire protection, fire preven- 
tion, and all the other elements which the present aggressive 
and progressive forces and ideas have introduced into and 
made a part of the fire insurance business. 

THE Fire Insurance Man of to-day is made up of so 
many individualities, characteristics, knowledge combined with 
a broad outlook not only for the companies but for the people 
at large, that it is almost an impossibility to adequately de- 
scribe him and do justice to him. It is not in this present as it 
was in the comparatively near past, a fairly easy matter to tell 
just what THE Fire Insurance Man is, for in the time past, 
before fire insurance business began to take on the recognized 





characteristics of more than local importance, and became a 
matter of National importance, which it has in the present, the 
highest type of fire insurance man was the one at the head of 
a company who controlled the company purely through finan- 
cial interests, looked after the finances, could pass upon any 
“ouessed-at”’ rate (for rates were individual propositions), 
looked over the maps each day, attended to many minor details, 
knew the employees, visited at least the more important agents, 
was member of the various associations and a member of most 
of the committees—in fact, he knew and could work out all the 
propositions which came within his range as 4 Fire Insurance 
Man. But to-day we are at a point where THE Fire Insur- 
ance Man is a far different personage. 


FirE INSURANCE OF THE PAST 
It is well known that for many years the fire insurance 
business made no progress in methods, ideas or outlook, and 
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was really a business of individualism rather than a business 
conducted upon any particular-devised plan or any accumu- 
lation of average conditions; nothing was done to better the 
insurer's property, to give him better fire protection, to lower 
his rate other than for the purely selfish purpose of getting 
his business; in fact, the business was conducted on the “pri- 
vate idea” principle. Not that THE Fire Insurance Man of the 
past days was not a man of large ideas, comprehensive knowl- 
edge and thoroughness, but the business was a conservative 
proposition and was run on an ultra-conservative and non- 
progressive basis. 

To-day THE Fire Insurance Man is an “executive general,” 
with many a command under him, with branches of ‘service 
reaching in all directions, sifting, sorting, accumulating, and 
on the bases of these things formulating provisions for dif- 
ferent campaigns so that a co-ordinate force of men may bring 
forth plans for the conservation of credit, that financial pro- 
tection may be given for fire loss for an equitable and just cost 
to householder, merchant, manufacturer and all other insurers, 
that conflagrations may be things of the past and never again 
of the future. 


ADMINISTRATION OF FINANCES 

The finances of fire insurance companies now are generally 
handled by committees of business men, not necessarily fire 
insurance men, but THE Fire Insurance Man is expected, 
even by the committee, to have knowledge of financial condi- 
tions and the stock market, of investments and banking, and 
be able to give good and sound advice upon these subjects, even 
though this is not fire insurance business as an underwriting 
proposition. 

Under the generalship of THE Fire Insurance Man there 
is a multitude of details to be worked out and handled, of de- 
partments, of investigations, of bringing together results and 
of formulating plans based upon the results. These things 
must be divided up into proper sections, the work of each 
section laid out, but THE Fire Insurance Man must make the 
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plan and ultimately digest the results and bring forth in con- 
crete form something which is, as a matter of fact, for the 
good of mankind. 
RELATION BETWEEN ENGINEERING SKILL AND RAtTE-MAKING 
The departments take in engineering, chemistry, investi- 
gations, tests, statistics, ratings, adjustments, company man- 
agement, field work, rules promulgation, proposed laws and 
other questions which the average person does not, for an in- 
stant, realize lie within the province of fire insurance. 
Engineering is becoming more and more one of the most 
important adjuncts of the fire insurance business, although 
in this direction it is a thing of but comparatively a short time ; 
its inception and development is one of the most advanced 
signs of the progressive position assumed by THE Fire In- 
surance Man; the field covered by its work is probably larger 
laboratory 





than that of any other business in any other line 
work, testings of appliances and apparatus, standardization, 
formulation of rules; it reaches into the fire department, the 
police department, water works, all public utilities, construc- 
tion and, in fact, into practically every branch of engineer- 
ing work. 

Rate-making is overlapped by the engineering branch, al- 
though it is a separate and distinct branch; it reaches into the 
statistical end, the adjusting end and is a science in itself, 
although rate-making is not yet a “positive” science, there 
being so many elements of uncertainty in spite of all the en- 
gineering work and all of the statistics; still, it has reached a 
point where there is almost an entire waiving of “guess” work, 
resulting in rates of different hazards and different conditions, 
which show immense progress towards a certitude of fair and 
equitable rates which will be just to both the assured and the 
companies, and equally and similarly applied in all parts of 
the country. This has been brought about by the direction 
and control of THE Fire Insurance Man in his generalship, 
whereby many various schedules for rating have been made, 
tried, altered, thrown aside, and are still going through these 
stages toward an eagerly awaited universally acceptable rat- 
ing system. 

PROBLEMS IN ADJUSTMENT OF LOssES 

The loss adjustment section of the business is very much 
before the notice and consideration of THE Fire Insurance 
Man, for fairness, equity, courtesy are more than ever required 
in adjustments; and while it is not necessarily a part of the 
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equipment of THE Fire Insurance Man that adjustments 
should be a part of his detailed study, he, nevertheless, must be 
able in his generalship to understand the figures and results of 
adjustments, the many legal and common-sense questions con- 
tinually arising, the attitude of t..e public towards adjustments, 
the unfairness of the “squeeze” adjustment and the “brutal” 
adjuster, and must realize that “bluffing” and the glory of an 
adjustment made for the lessening of the claims, and not the 
just treatment of the assured, is or should be a thing of the past. 

Office management is a most important branch, for, with 
the enormous amount of detail now necessary in the conduct 
of the business, unless the office force is adequate in numbers 
and intelligence, and permeated with the ideas of THE Fire 
Insurance Man, the result will surely be disastrous. So it be- 
comes a thing of necessity that THE Fire Insurance Man 
knows what the work to be done is and how it should be done. 


SELECTION OF ASSISTANTS 

In the selection of his chiefs for the departments lies the 
strength of the result, for while TH/: Fire Insurance Man in 
a way knows the general details, the specific details must be left 
to his department heads. In the collection of the engineers, 
investigators, statisticians, raters, adjusters, office force and 
the co-ordination of all these departments and the informa- 
tion obtained from them is the added strength of THE Fire 
Insurance Man. 

THE Fire Insurance Man is the backbone of the country’s 
credit, and the man who occupies this place is in the foremost 
ranks of what makes the stability and financial worth of the 
country and each individual in it. 

THE Fire Insurance Man is not individualistic, but is a 
complex perscnality of many ideas, subjects, characteristics. 
knowledge, executive ability and generalship. He is with us 
in embryo and in development, is recognized to some extent 
for what he is by the merchant and manufacturer, but not 
until his influence becomes, as it should, a thing of real and 
acknowledged importance in the social, financial, economic and 
political development of the State and his work has the hearty 
support and assistance of the lawmakers and law guardians and 
the co-operation of the people will full maturity be attained by 
THE Fire Insurance Man. 


Go. \laom/ (Has l— 


Within a period of five years there have developed so many 
chinges in the insurance business that it has been difficult to 
grasp the significance of many evolutionary movements as they 
occurred. One of these which has had a good deal of influence 
on the life of the community at large has grown out of the 
legislation in favor of the workmen’s compensation system to 
replace that of common law liability. Since 1913 there have 
been enacted a number of State laws, providing for workmen's 
compensation as a means of satisfying the growing demands of 


labor. -Under the majority of these laws the employers are re- 
quired to carry some form of insurance to protect their liability 


to the workmen under the individual law to which they are sub- 
ject. In this way some of the laws have taken on the nature 
of compulsory insurance statutes and have directly involved the 
question as to how this insurance might best be provided. In 
a few cases it has been felt that the insurance should be given 
at cost and that the only way in which this could be ac- 
complished was through the medium of State Insurance. 
Hence in recent years the matter of prime discussion has been 
that of State competitive indemnity rather than the system of 
compensation for workmen as against employers’ liability for 
injuries sustained by workmen during their employment. 
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It is a 
real pleasure 
for me to 
contribute an article for the 
Golden Jubilee Number of THE 
SPEcTATOR. Circumstances are 
such, however, that it is not 
possible to write as extensively 
as I would like. We are in the 
midst of our final campaign. 
This means work morning, 
noon and night. I leave for 
England to-morrow to take 
charge of the work there. I 
am sure you understand.  I[ 
have not the time, though | 
have the inclination. J am 
writing you to-night—long 
hand; we have no _ stenog- 
raphers for our personal work, 
in fact very few for our official 
work. I hope to have this 
copied to-morrow by a typist. 

My heartiest congratula- 
tions to you and your associates 
of THE Specraror upon this 
notable occasion. My best 
wishes are always with you. 
THE SpectATOR publications 
need no commendation from 
me. I think I have one of 
every book and pamphlet you 
have issued. I know I have a 
complete set of your Handy 
Guide. This has been an al- 
most daily reference library for 
me during the past twenty-five 
years. 

Now that I am started I 


realize that THe SPECTATOR is entitled to consideration at my 
hands in thus contributing an article from this distant land, 
where, under the circumstances, opportunity for writing is rare, 
and the chance of getting a letter off difficult. 
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RG PON my return to headquarters last Thurs- 
MY day, after an absence of over two weeks in 
the field, I found your cable awaiting me. 
Also many copies of THE SPECTATOR. 


It is the first 


—— 


CAPTAIN MILLARD W. 


3y Capr. Mittarp W. Mack 


American Expeditionary Forces, France, General Agent of The Northwestern 


time you have asked 
service from you. I will write you as if | were writing home, 
and tell you as best I can, under the conditions, what may be of 


interest to you and others. 





MACK 


been helpful. 








Mutual Life Insurance Company 


anything of me, and I have had much 


It is not necessary for me 
to speak of the War Risk Act, 
under which life insurance pro- 
tection is offered to our forces. 
It has had, and justly so, the 
approval and commendation of 
all associated with our Ameri- 
can life insurance companies 
who know anything about the 
Act. To my mind it is the best 
piece of constructive legislation 
ever enacted by any govern- 
ment at any time in the world’s 
history. No one, not even 
those who are responsible for 
it, can yet appreciate the value 
of their labors. To have had 
a small part in the execution of 
this work will always be to me 
one of the greatest satisfactions 
of my life, if not the greatest. 

The work in the war risk 
bureau has been fascinating. 
At home I have written appli- 
cations under all circumstances 
and conditions, in amounts 
large and small, upon the poor 
and the wealthy, the young and 
the old, the man who wanted it 
and the man who did not: but 
I have never experienced such 
pleasure and satisfaction in the 
writing of applications as I 
have since over here. Since I 
entered the service | have been 
under an unusual handicap, in 
so far as I am no longer my 
own master. It has at times 
seemed strange to be under 


orders, not to be able to come and go as you please, to report 
promptly every morning at 7:30 and answer roll call, and 
then work until bedtime. 
[ rather like it. 


Strange as this has been, it has also 


I realize as never before how 
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much I have wasted during my working hours at home. It 
has been an eye-opener to me—I hope a lesson. 

I have traveled much and met all manner and kind of 
men. I have addressed groups, large and small, and talked to 
men as individuals. This latter I found most interesting. I 
have had them lined up and we have then written one after 
the other from early morn until late at night. I have writ- 
ten applications at the front, in the trenches, in the air; also 
at headquarters, at the hut of the Y. M. C. A., in hotels and 
on the streets. I have written them on the train and one on 
top of Mt. Revard, a mountain 5070 feet high. I have visited 
the hospitals, written the officers, men, nurses and patients. I 
have held the hand of the man sick unto death while he made 
his mark, witnessed by me and then in a day or two he passed 
on. Can you imagine any service more satisfying or more 
compensating than this? I have insured generals and the 
humblest private. I have found more satisfaction with the 
latter—the necessity for the protection was greater. Do you 
now wonder that I am happy and contented? I have but 
one regret, and this is that all our splendid men in the life 
insurance work at home could not have been privileged as | 
have been, and enjoyed the feeling of satisfaction I have in 
spreading the gospel of life insurance in these times and un- 
der these unusual conditions. There was a humorous side 
to my work, too. I recall the instance of the big Southern 
negro, whose only name was Buck, and so we wrote his appli- 
cation as Buck. His neighbor, whose name was George 
Washington Johnson, gave the year of his birth, but did not 
know the day or month. I gave him a birthday; it was July 
4th, in view of his name. I recall another colored fellow who 


said : 

“Boss, what’s dis yeh compensation whots you git—am dot 
insurance ?” 

“No. Insurance is protection that you buy yourself and 
is voluntary. Compensation is the Government’s financial re- 
turn to you in case of injury, partial or total, or to your de- 
pendents in case of death.” 

“Well, Mr. Captain, what’s ‘Permanents debility’ ?” 

“The loss of both legs or arms or eyesight, or disease, that 
makes it impossible for you to work.” 

“How much does I git if I’s blinded?” 

“One hundred dollars from the Government, compensation, 
and fifty-seven dollars and fifty cents from your insurance.” 

“Does I git one hundred and fifty-seven and a half ‘iron 
men’ every month till I dies?” 

“Yes.” 

“Thank you, suh!” (Leaving at the door.) “My Lord— 
just think, a one hundred and fifty-seven dollahs un fifty cents 
ebery month so long I live an’ I couldn't neber see it. Um! 
UM! Ain’t dat uh a hard luck niggah!” 


My work has brought me in contact with many of the 
great men of this generation. It has been my privilege and 
pleasure to see, know and meet some of them. I happened to 
be at Versailles on the day of the final session of the con- 
ference. I wish I could describe it to you. Versailles is al- 
ways a beautiful and interesting spot; that day it was more 
beautiful and more interesting to me because of the fact that 
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these great men were there. The military aspect was won- 
derful. 

I personally met General Pershing, General Bliss, Britain’s 
great statesman, Lloyd George, and foremost soldier, Sir Wil- 
liam Robertson; the venerable representative of France, Pre- 
mier Clemenceau, and her great generals, ‘och and Petain, who 
were at the battle of the Marne and Yser.* I had a word and 
a hand-shake with each of these gentlemen, and my American 
“civilian nerve” secured for me their signatures in my album. 
I have seen and met the soldiers of France, England, Scotland, 
Ireland, Canada, Japan, China, Russia, India, Morocco, Italy, 
Algiers, New Zealand, Australia, and I have known intimately 
those of our own boys in khaki. God bless them! I have also 
seen and met the poor Belgian and the refugee. It is sad to 
think of all they have gone through. They seem so disheart- 
ened. America must rehabilitate and re-educate them. Noth- 
ing we can do after the war is so necessary as this. I have 
also seen the German prisoner, but I will not speak of him. 

As I sit here to-night and through you have had this won- 
derful kaleidoscopic view of our fighting forces, I wonder if 
it is really true that I am one of them. It seems so strange— 
so impossible—3500 and more miles from home and family, 
and yet I thank God that Iam here. If I were to send a mes- 
sage to our folks at home to-night, it would be: “Get into the 
game. Civilization needs you. Make your sacrifices, but get 
into the game. The dividend of service, satisfaction and peace 
of mind would be far greater than any you have yet earned, or 
ever could earn on your invested capital—no matter how great. 
This fight must be fought to a finish. America will do her 
share. Will YOU do yours?” 

I must say a word about our boys. They reflected great 
credit upon America. Through them America will be one of 
the great beneficiaries of this titanic struggle. They are men 
—every one of them. 

I had occasion to visit Aix-les-Bains, where over 2000 of 
our boys were on leave for the week. I addressed them at 
the Y. M. C. A. headquarters. The results were more than | 
anticipated. My appeal to them on behalf of their mother, 
wife, sister, father or family was answered beyond expecta- 
tion. This is what I started out to say. These two thousand 
boys, on leave in a village with many wine houses and other at- 
tractions, so conducted themselves that during the entire period 
of their leave there was not an arrest. . Remember, they were 
on leave. No commanding officer to direct them or require a 
report from them. They were there on their honor, and they 
honored America. I could give you many more such instances, 
but have not the time. 

Let me take this occasion to say to you and to those with 
whom you may come in contact that the Y. M. C. A. is doing 
wonderful work and is entitled to hearty support from our 
people at home. No other institution could do for our boys 
what the Y. M. C. A. is doing. I have visited many Y. M. Cc. 
A. headquarters and at each and every one of them I found the 
men and women in charge earnest, anxious, sympathetic, cour- 
teous and thoughtful. No one who has not been on the ground 
can appreciate what all this means to our boys who are so far 


_ “Since this article was written by Capt. Mack he has made a trip to England 
in connection with his duties in the War Risk Bureau and cables to the American 
daily press nave recently announced that he was received by the King and Queen 
of England, 
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from home. There is no question as to one’s religion or color 
—the American uniform is all one needs. In fact, our uniform 
is very much respected over here. The French appreciate what 
has been done and have great hopes for the future work of our 
country. They all look to America with anxious eyes, and we 
are not going to disappoint them. In Paris I visited three Y. M. 
C. A. headquarters in one evening. At each and every one 
I found hundreds of our boys who, were it not for the Y. M. 
C. A., might have been on the street—and you know what that 
means. 

The Red Cross is also doing mighty fine work. I have vis- 
ited the French, Belgian and American Red Cross hospitals. 
Their work is marvelous—both that of the doctors and the 
I have seen them at the depot when the injured soldier 
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was returned from the field, and the care with which they 
tend them, their broad synipathy and unusual thoughtfulness 
has been of incalculable value in the recovery and rebuilding 
of these poor men. I wish I were at home to captain a team, 
should there be another campaign, for I could then tell of my 
own experiences—stories which would touch the heart and open 
the purses of our people, and no one knows better than I how 
liberal our good people have been in the past. 

Let me conclude by again extending my congratulations 
and best wishes to THE SrPecTAToR on the occasion of the cele- 
bration of its fiftieth anniversary. 
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THIRTY LARGEST LIFE COMPANIES 


yw? HEN the reports for the year 1867 were issued only 
two life insurance companies were able to show 
business in force exceeding one hundred million 
dollars. Fifty years later, the returns for 1917 
show no less than thirty companies in the hundred 
and over class, with three or four others rapidly 
approaching that goal. Six companies have business on 
their books exceeding one billion dollars, the largest holding 
nearly four billions, while two more will pass the billion mark 
this year. 

An interesting tabulation in the Life Insurance Policy- 
holders Pocket Index for 1918, published by The Spectator 
Company, analyses in detail the statements of these thirty 
companies for last year, Their transactions, when sum- 
marized, show some most impressive figures. Assets in posses- 
sion of these thirty companies amount to $5,455,972,432, against 
which there are liabilities of $4,784,594,589, leaving surplus 
funds of $671,377,843. Of this latter amount $141,264,811 
has been set aside for dividend payments in 1918; the amount 
apportioned for dividends in future years is $283,920,835, 
leaving $246,183,197 unassigned as protection to policyholders 
in addition to the reserves amounting to over four and one- 
half billions. Premium receipts last year amounted to over 
$814,250,000, while the total income passed $1,100,000,000. 
The payments to policyholders and beneficiaries exceeded half 
a billion dollars, of which approximately two hundred and forty 
millions went for death claims and some three hundred millions 
were received by living policyholders in the form of matured 
endowments, annuities, surrender values and dividends. The 
latter item exceeded $130,000,000, being the largest amount yet 
paid on this account. After providing for all expenses of man- 
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agement, including taxes, etc., these thirty companies saved 
from their income last year more than $360,000,000. 

In point of new business paid for and gain in insurance in 
force, the year 1917 surpassed all previous records. Consider- 
ing ordinary business alone, these thirty companies reported 
new paid-for business of nearly three billion dollars, of which 
more than $1,840,000,000 was added to the amount in force, 
bringing that item up to $18,650,528,633. Five of the com- 
panies listed also transact industrial business and report for 
1917 new business of over $904,250,000; insurance in force, 


$4,923,381,845—the latter indicating a gain of $365,872,417 
for the year. It will, therefore, be seen that these thirty com- 
panies have insurance on their books amounting to $23,573,- 
910,478, or about ninety per cent of the total amount carried 
by all the companies of the United States. 

Taking the companies in order of magnitude as to insurance 
in force, including both ordinary and industrial business, the 
six companies with over a billion in force rank as follows: 
Metropolitan, Prudential, New York Life, Mutual of New 
York, Equitable, New York and Northwestern Mutual. Six 
companies have more than five hundred millions on their books 
and are, in order: John Hancock, Mutual Benefit, Penn Mu- 
tual, Travelers, A*tna and Union Central. The next seven 
companies showing over two hundred millions on their books 
are: Massachusetts Mutual, Bankers of Iowa, Provident Life 
and Trust, New England, Connecticut Mutual, National Life 
and State Mutual. The remaining eleven companies having in 
excess of one hundred millions are: The Pheenix Mutual, 
Pacific Mutual, Guardian (N. Y.), Missouri State, Home Life 
(N. Y.), Fidelity Mutual, Equitable of lowa, Connecticut Gen- 
eral, Life Insurance Company of Virginia, Kansas City Life 
and Western and Southern. It is interesting to note that 
of the thirty companies listed seven of them are under fifty 
years of age. 

If the companies are ranked according to the amount of 
assets owned a different order appears. The largest of the 
thirty possesses over $934,900,000, while the smallest has 
but $8,700,000. Seven companies exceed two hundred millions 
and rank as follows: New York Life, Metropolitan, Mutual 
of New York, Equitable (N. Y.), Prudential, Northwestern 
Mutual, and Mutual Benefit. The six next in order, exceeding 
one hundred millions, are Penn Mutual, John Hancock, 4£tna 
Life, Union Central, Massachusetts Mutual and Provident 
Life and Trust. Between one hundred millions and_ fifty 
millions there are also six, as follows: Travelers, New Eng- 
land, Connecticut Mutual, National Life, State Mutual, and 
Guardian (N. Y.). The remaining companies are, in order: 
Pheenix Mutual, Pacific Mutual, Home Life (N. Y.), Fidelity 
Mutual, Bankers of Iowa, Equitable of Iowa, Connecticut 
General, Missouri State, Life Insurance Company of Virginia, 
Western and Southern, and Kansas City Life. 
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ANTI-AIR RAID INSURANCE IN GREAT BRITAIN 





NSURANCE moves with the times. It fol- 
lows, as a natural consequence, that contem- 
poraneous happenings of National impor- 
tance are faithfully reflected by the great 
insurance business—both in the evolution 
of new schemes and the elaboration to meet 
changing circumstances of older ones. It is, 

therefore, no matter for surprise that the intrusion of the 

air raid should have left its impress upon insurance annals 
and stimulated insurance activities in the direction of finding 





























Copyright, Underwood & Underwood. 


IMPROVED BLERIOT PLANE IN FLIGHT 


forms of policies adapted to the requirements of the general 
public brought about by the innovation. It is very usual for 
the originators of new forms of insurance to claim and pro- 
claim that their creations meet “a long-felt want.” In the 
present instance, however, the want had barely been felt be- 
fore the insurance remedy was at hand—a matter which shows 
conspicuously the alertness of British insurance institutions. 
The honor of taking the first step in supplying the public with 
air raid insurance cover would appear to belong to that notable 
insurance organization “Lloyds,” or, rather, to its members, 
who thus fully maintained their reputation as pioneers of novel 
plans of insurance. The first schemes put forward were, it 
would seem, confined to damage to property; and the non- 
tariff fire offices, or at least a number of them, very quickly 
put in an appearance as competitors for the business. Some 
of these companies themselves covered the risk; others issued, 
by arrangement, a Lloyds policy to those persons who desired 
protection. The rates of premium were moderate; and a large 
amount of cover being obtainable for a small outlay, proposals 
in considerable volume resulted. Now and then the idea 
seemed to “catch on” with the public, and, as at first nobody 
was insured, agents and brokers found a field of virgin ground 


for an outlet for their energies; and although, of course, vast 
numbers of people did not think it worth while to incur the 
small outlay necessitated, there were occasions when those en- 


gaged in the business had difficulty in issuing policies suf- 
ficiently fast to keep pace with the demand. 

As far back as the month of March, 1915, the Genera! 
Accident, Fire and Life Assurance Corporation issued a 
prospectus in connection with aircraft insurance for private 
houses (building and contents), a feature of this publication 
being a map showing the areas to which the approximate rates 
quoted were applicable. Thus, for instance, the premiums for 
London and district were put at 2s, 6d. to 5s. per cent as 
guide rates, definite premium quotations for a particular lo- 
cality being obtainable upon application. Among other offices 
making an early bid for business of this description may be 
mentioned the British Dominions General Insurance Com- 
pany (now the Eagle, Star and British Dominions Insurance 
Company) and the British Crown Assurance Corporation. 

The tariff fire offices, however, were, speaking generally, 
anticipating some announcement 





slow to move in the matter 
on the part of the authorities which would have the effect of 
more clearly defining the general position. A point which did 
not appear to be altogether free from doubt was as to how 
far the public purse was liable in respect of damage suffered ; 
in other words, whether the Government would itself under- 
take to make good any loss sustained—thus obviating the neces- 
sity for insurance. 


THE GOVERNMENT TAKES A HAND 


In January, 1915, a committee had, in fact, been set up to 
investigate the damage to persons and property sustained in 
a bombardment upon the East Coast, Lord Parmoor being 
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chairman, and Robert Lewis, general manager of the Alliance 
Assurance Company, one of the members. Early in June, 
1915, the Prime Minister, in reply to a question, stated in 
the House of Commons that the Government would consider 
the possibility of instituting a scheme of insurance of property 
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against war risks; and on the 21st of that month the Board 
of Trade appointed a committee to consider, without prejudice 
to the question of policy, whether a scheme could be devised 
to cover loss and damage by bombardment and air craft in 
so far as such loss and damage are not covered by the terms of 
the ordinary fire insurance policy: and scheme prepared to be 
on the basis of reasonable contribution being paid by the 
owners of prop- 
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who (if they so desired) would become “approved” compa- 
nies acting as agents for the Government in the issuing of 
policies, the collection of premiums, and in the initial proceed- 
ings in connection with loss assessments; the establishments 
of a special State Insurance Office, to supplement the working 
of the fire offices so acting, and also to provide for the cases 
of property insured elsewhere than with approved companies 

and of property not 





erty insured _ to- 
wards the cost of 
insurance. = 


The composition + 


of this committee 
was interesting 
from an insurance 
point of view, and 
consisted of the 
following mem- 
bers: The Right 
Honorable IFred- 
erick Huth Jack- 
son (chairman of 
the Indemnity Mu- 
tual Marine Assur- 
ance Company, and 
Director of the 
Northern 
ance Company ), 


Assur- 


Sir Raymond Beck 
(Lloyds—chair- 
man in 1911 and 
1912), Cuthbert E. 
Heath (Lloyds— 





and director of the 
Fine Art and Gen- 
Insurance 
Comp n ), E 


Roger Owen (gen- 


eral 


eral manager, Com- 
mercial Union As- 
Com- 
pany), and Sir 


surance 


Gerald H. Ryan 
(general manager, 
Phoenix Assurance 
Company ). 
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No time was lost 
by the committee in 
making their re- 
port, which is dated the 9th of the following month, and is a 
most valuable contribution to the subject of Air Raid Insurance. 
They, indeed, state that, in considering the question referred 
to them, they were influenced by the consideration that, if a 
State scheme of insurance were decided upon, it should be 
established without delay, and consequently had aimed at 
simplicity in forming the scheme submitted. They recom- 
mended uniform rates of premium for all districts: the con- 


ducting of operations through existing fire insurance offices, 


insured against fire 
at all and for the 
case of persons 
electing to deal 
direct with a State 
> % Insurance Office— 


: the State Insurance 
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Office to be under 
the administration 


7 ny 2 : a 
hi of a committee ol 
7 a experts, including 
7 representatives of 
7 < a 
Se Lloyds, the fire in- 
5, eee V8 


surance offices and 
the Government. 
Loss or damage 
arising by deterio- 
ration, loss of mar- 
ket or loss of profit 
outside 





were left 
the scheme: but it 
was provided that 
“rent may be ‘in- 
sured as well as 
specific loss or 
damage to the 
property.” _Insur- 
ance against the 
risks of bombard- 
ment was made op- 
tional, two forms 
of policy being pre- 
pared—one against 
air craft risks only, 
the other 
air craft and bom- 
bardment risks. 


against 


The report stipu- 
lates that an ap- 
proved company 
should not be at 
liberty to accept the risks in question upon its own account, 
as otherwise it would be free to retain the good risks and pass 
those less desirable on to the State; and (principle of the ar- 
rangement being that persons insured against fire in an ap- 
proved company can take out with the same company a policy 
against air craft or air craft bombardment) it is added that 
the companies would probably enter into an arrangement among 
themselves not to accept air craft risks on behalf of the Govern- 


ment in respect of property insured against fire with another 
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approved company—an arrangement which was very generally 
entered into. “We understand,” says the Report, “that Lloyds, 
and perhaps some of the companies, will prefer to cover this 
class of risk on their own account; the free market will provide 
a very important part of the scheme both by affording facilities 
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for insurance in the special cases for which no provision is 
made in this scheme and for tempering the rigid lines of a 
flat rate system.” 

The remuneration of the approved companies was fixed 
at ten per cent on the gross premiums paid to them, and that 
of agents and brokers at five per cent. 


Tue Poticy Form 

In the body of the air craft policy it is provided that, if 
the property or any part thereof shall be destroyed or damaged 
directly or indirectly by aerial craft (hostile or otherwise), 
or shots, shells, bombs, or missiles from or used against aerial 
craft, the Government will pay or make good all such loss or 
damage within thirty days after it has been adjusted “to an 
amount not exceeding in respect of the several matters the 
subject of this insurance the sums hereby insured thereon, 
respectively, and not exceeding in the whole the sum of 
vee pounds.” 

Among the terms and conditions are the following: 

“This policy shall not cover consequential loss or damage 
of any kind or description unless it is hereby expressly cov- 
ered, nor any loss or damage which would have been covered 
by a policy of insurance against loss by fire containing a clause 
in the following words: ‘This policy does not cover loss or 
damage occasioned by or happening through invasion, foreign 
enemy, riot, civil commotion or military or usurped power, 
if such a policy had been then in force.’ 

“Tf at the time of the loss or damage there is any fire 
policy effected by the insured or anyone acting on his behalf 
covering any of the property or matter or any item thereof 
hereby insured subject to average the insurance by this policy 
thereon shall be subject to average in like manner. And if 
there is not then any fire policy covering any of the property 
or matter, or any item thereof hereby insured, the insurance 
by this policy thereon shall be subject to average. And if at 
the time of the loss or damage the property or matter or any 
item thereof hereby insured shall be also insured by any fire 
policy, which is not subject to average, then, if the sum in- 


Thursday 


sured thereon by this policy shall be less than the sum insured 
thereon by the fire policy, the insured shall be considered as 
being his own insurer for the difference and shall bear a 
ratable proportion of any loss or damage. And if at the time 
of any loss or damage there shall be any other subsisting in- 
surance covering such loss or damage, or any part thereof, 
the Government shall not be liable for more than its ratable 
proportion of the loss or damage, nor until the insured has 
exhausted his rights under such subsisting insurance or 
insurances.” 

A footnote to the policy form reads: 

“Whenever the insurance on any property or matter hereby 
insured is or becomes subject to average, if the property or 
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matter is of greater value than the sum hereby insured 
thereon, the insured shall be considered as being his own 
insurer for the difference and shall bear a ratable share of 
any loss or damage accordingly.” 


PREMIUM RATES 
The task of deciding upon the amount of the premiums 
was by no means an easy one. In determining the charges 
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to be made the committee considered the possibility of fix- 
ing the rate of premium by 


sre lTATOR 


Rate Per Cent 
5. (a) Merchandise at docks and public wharves, in } 
carriers’ and coal warehouses and yards, in 


public mercantile storage warehouses, and il 
Hib MEANS Ga Cat ee oan ad sos as cease eadad , 
Ci} ‘Eisner vintithe nets. 6 os cic ccs ccansaeeoes 
(c) Mineral oil tanks and stores (wholesale)...... | 


It was recommended that the Government should an- 
nounce that after the establishment of the scheme they would 
not indemnify any person for loss or damage by air craft or 
by bombardment unless the property concerned was insured 
under the Government scheme. 


ATTITUDE OF THE COMPANIES 
The tariff offices were practically unanimous in their sup- 
port of the scheme, and the majority of the non-tariff offices 
also became “approved” com- 





reference to the fire rate, but 
this proposal appeared undesir- 
able—firstly, because the fire 
rates are complex and give con- 





siderable weight to the com- 
bustible character of the prop- 
erty insured (the report point- 
ing out that, although the pos- 
sibility of extensive damage 
being done when fire once 
breaks out varies with the char- 
acter of the property, the ele- 
ment of ordinary fire risk falls 
out of account when the risk 
postulates that the property will 
be deliberately set on fire by a 
bomb from an enemy air 
craft); and, secondly, because 
the fire rates charged by the 
tariff and non-tariff fire compa- 
nies and by Lloyds under- 
writers differ. The possibility 
of varying the rate with the 
situation of the property in- 
sured was also considered, but 
an attempt at scientific ‘“zon- 
ing’ was deemed impracticable. 
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panies. A few companies, how- 
ever, preferred to act indepen- 
dently—and still continue to do 
so—and being thus able to al- 
low to agents and brokers a 
larger commission than that 
payable under the Government 
scheme, and, also, in certain cir- 
cumstances to quote lower 
premiums, received, it may be 
supposed, a fair amount of 
support. In the annual state- 
ments deposited with the Board 
of Trade in pursuance of 
the Assurance Companies Act, 
1909, it is not, of course, re- 
quired that premiums derived 
from air craft insurance should 





be separately shown (in the 
case of offices carrying the risk 
themselves they would presum- 
ably be grouped either with 
fire or general insurance pre- 
miums), nor do the companies’ 
accounts as presented to the 
shareholders give air craft in- 
surance premiums as a separate 





A flat rate was, therefore, 
adopted. 

For insurance against air 
craft only, the rates were fixed as under—in arriving at which 
it was, no doubt, had in mind that the selection of risk would 
be largely against the Government, inasmuch as owners of 
property situated in a district which was not likely to be 
troubled would be slow to avail themselves of insurance pro- 
tection (if, indeed, they insured at all), while the more exposed 
the property was to attack the greater would be the desire to 
obtain cover. 
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Rate Per Cent 


I. Building, rent and contents of private dwelling-houses 
and buildings in which no trade or manufacture is 


SABE IE CR: On cur nceed aa one wala: stair tacduaco wte oa: 2s. 
2. All other buildings and their rents.................... 38. 
3. Farming stocks (live and dead).................000ee 38. 
4. Contents of all buildings other than those specified in 

PI Ge eric hearers euberiee eases . 


NAVAL ANTI-AIRCRAFT GUN IN ACTION 


item, although the statements of 
some of the approved offices 
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have entries dealing with commission received from the Gov- 
ernment. Consequently, statistics are not available to show the 
volume of business transacted—which, however, there is lit- 
tle reason to doubt, has been considerable. The chairman of 
the British Dominions General Insurance Company, in review- 
ing the figures for 1915, mentioned that since July of that year 
the company had been acting as agents for the Government, 
but that during the first seven months of the year the air craft 
premiums, after deducting reinsurances, amounted to a sum 
not exceeding £ 40,000. 

Small property-owners were, by the Government, accorded 
facilities for insuring through the Post Office. 

In February, 1916, it was stated, in reply to a question in 
the House of Lords, that, with regard to the Government in- 
surance scheme against air craft and other raids, 1,100,000 





proposals had been made and accepted up to the end of Novem- 
ber, 1915; and that in addition 65,900 certificates of insurance 
had been issued through the Post Office to owners of small 
property up to the week ended the 12th February, and the 
sums insured aggregated more than £ 3,800,000. 


Rates REDUCED 
That the framers of the original rates erred (and that 
wisely) on the side of caution would appear from the fact 
that early in 1917 it was announced that, until further notice, 
a discount of fifty per cent would be allowed—subject to the 
minimum premium in respect of any one insurance not being 
reduced below two shillings. 


A FurtTHER CONCESSION 

In November, 1917, the Government announced a further 
concession in the following (among other) terms: 

I. (a) Owners of property in the United Kingdom of 
an aggregate value not exceeding £500 will be compensated 
by the Government in respect of damage or destruction of 
any of such property by the perils coverable by the Govern- 
ment Aircraft and Bombardment Insurance Policy, whether 
the property be insured under the Government Insurance 
Scheme or not so insured at the time of its damage or 
destruction. 

(b) Owners of insurable property in the United King- 
dom of an aggregate value exceeding £500 will be compen- 
sated up to that amount without payment of premium,. pro- 
vided that all value in excess of £500 is insured under the 
Government Insurance Scheme. 

2. If the property of an owner is not fully insured under 
the Government Insurance Scheme, any claim under this com- 
pensation scheme, as well as under any Government policy, 
will be subject to average in conformity with the terms and 
conditions of the Government Aircraft Insurance Policy and 
the note thereto. 


3. The total amount payable by the Government in 
respect of a claim will be discharged under any Government 
policy of insurance in force at the time of the damage up to 
the amount payable under such policy, and the balance, if 
any, will be discharged under this compensation scheme. 

4. Owners of property may, at their option, insure the 
whole value of their property under the Government Air Craft 
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Insurance Scheme, but not by means of Post Office certificates, 
which will not be issued in future. 

It was further provided, among other things, that no com- 
pensation would be paid: In respect of any loss recoverable 
under any insurance; for money, securities, stamps, docu- 
ments, manuscripts, or books of account; or, for consequential 
loss or theft. 

This concession 
For, while the position of owners of property of a total value 
within the United Kingdom not exceeding £500 was clear— 
and it was, probably, chiefly in the interests of this class that 
the concession was made—persons whose total property in 
the United Kingdom exceeded in value £500 would, it was 
argued in the insurance press, if they wished to secure the full 
benefit of the concession and to escape the operation of the 
average clause, have to insure the whole of that property 
wherever situated (and whether located in what might be 
under the Government 


gave rise to numerous considerations. 


regarded as a danger-zone or not) 
scheme. The concession would, therefore, appear, in opera- 
tion, to tend rather in the direction of stimulating than of 
retarding anti-air raid insurance. 


Air Rats AND PERSONAL INJURIES 

The indemnification of owners in respect of damage to build- 
ings and contents does not by any means exhaust the possi- 
bilities of air craft insurance. One of the early forms of pro- 
tection offered by Lloyds and some of the companies was in 
the direction of an extension of personal accident insurance 
to bodily injury resulting in death or disablement caused 
directly and immediately by air craft (hostile or otherwise) or 
by bombs, shells, and/or missiles dropped or thrown or fired 
therefrom or fired thereat, and/or falling glass, buildings 
and/or building material immediately resulting from air craft 
attacks or anti-air craft defense. Very moderate rates were 
asked. For instance, £1000 could be secured at death or on 
the loss of two limbs or two eyes, or of one limb and one eye: 
£500 on the loss of one limb or of one eye, and £4 per week 
during temporary total disablement up to 13 weeks, for an 
annual premium of 15s., or a single premium of £1 to cover 
the duration of the war. The amount aid duration of the 
weekly benefit and the amount of the premium showed some 
variation as between the companies, and not all the offices 
undertaking the risk quoted a lump sum for the duration of 
the war; but the above will serve as one example. When the 
companies had written sufficient business to satisfy them, a 
stiffening of rates for some counties was observable. Lately, 
the issuing of policies of this description has been more or 
less generally taken up by the offices. 

The question of the measure of the responsibility of em- 
ployers to their employees in regard to injuries caused by air 
raids does not, even yet, appear to be exactly defined, circum- 
stances having a tendency to alter cases. Several companies, 
however, have done good business under a “staff” policy aim- 
ing at covering what may be termed the moral responsibility 
of employers. Policies can be had providing a fixed sum in 
relation to each employee irrespective of the amount of earn- 
ings of each; or giving a sum based upon the annual earnings of 
each, thus following, to a certain extent, the basis of compen- 
sation adopted by the Workmen's Compensation Act, and 
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with this class of grouped policy it is usual to fix limits to the 
company’s liability of, say, £1000 in respect of any one life 
and £25,000 in respect of any one raid—a precaution which 
expresses careful underwriting. Policies are obtainable cover- 
ing employees either while engaged upon the insured’s work, 
or while at work in the street or at home, i. e., whether en- 
gaged upon the employer’s business or not at the time of the 
injury. 

A further and useful extension of the idea is found in the 
“Household” policy, issued by the London Guarantee and Ac- 
cident Company—whose name has been prominent throughout 
in connection with attractive schemes of insurance against air 
raids. This policy covers adults, children and servants, mem- 
bers of a household, and gives carefully graded benefits. The 
same company also transacts insurance against loss of profits 
following damage by air raid. 
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Other schemes may quite likely put in an appearance, but it 
will be seen from the foregoing that the offices have now a 
comprehensive programme. 


CONCLUSION 

Already signs are not wanting that air craft will, in the near 
future, be utilized as a means of conveyance of merchandise 
and passengers, and this suggests a further application of the 
principle of insurance to aerial risks; while the possibilities of 
buildings being damaged and their occupants injured through 
mishaps in mid-air in peace time do not seem to be altogether 
remote, consequently there is reason to believe that insurance 
against air craft risks has come to stay ; and its further develop- 
ment will be watched with interest. As indicating the trend 
of events, it may be remarked that only the other day a lecture 
was announced at an important educational center in London 
upon “The Laws of the Air.” 
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RETROSPECTIVE 


HOSE who can call up memories of a half-century 
ago and can review in their minds the principal 
events and developments of the last fifty years 
can better realize the great changes in methods 

all of the insurance 

business than can those of the younger generation. 
Five decades ago, however, THE Spectator, in its initial 
and subsequent issues, was pointing out dangers and advocat- 





and volume in branches 


ing reforms, as it has continued to do ever since. 

In its first number, for illustration, it pleaded for greater 
safety on railroads, denouncing the then practiced system of 
heating railroad cars by means of stoves and demanding that 
steam or hot water be utilized for that purpose; advocating 
the disuse of wooden passenger cars, ‘suggesting the use of 
steel instead of iron rails on railroads, better carwheels and rail 
guards on bridges and embankments. 

At that time the present system of transporting petroleum 
by pipelines had not been devised, and THE Spectator laid 
great stress upon the fire hazard attending its transportation in 
barrels on railroads. 

The improvement of the health and longevity of the human 
race by means of appropriate and systematic physical culture 
was a subject to which THe Spectator gave considerable 
attention. 

The problem of securing adequate premium rates was con- 
fronting the fire insurance companies at the time THE Spec- 
TATOR was started, in 1868, and one of the important articles 
in its first issue was an argument justifying an increase in 
rates. 

From time to time, in the successive decades through which 
Tue Spectator has done its part in upholding the interests of 
insurance and in disseminating news and educational literature, 
it has endeavored to present progressive ideas and has urged 
the adoption of plans which seemed well calculated to improve 
conditions in the insurance business. As an instance, for many 
years THE SPECTATOR advocated a system of combined classi- 
fication of fire insurance risks and premiums, such as was de- 
cided upon a few years ago by the National Board of Fire 


Underwriters, arguing that it would be much better for the com- 
panies to undertake such work voluntarily than to have it 
forced upon them, perhaps in an objectionable or non-utili- 
tarian form, by State laws or officials. In several States clas- 
sification data are now required; but the National Board sys- 
tem will be used as a basis for these, so that therein lies one 
advantage of having already established the system. However, 
the main purpose of this classification, and for which it will 
probably not be generally used until five years’ results are 
available, is the checking of premium rates thereby according 
to the actual experience in the various classes of risks. The 
classification will afford a more accurate gauge for this pur- 
pose than has heretofore been in existence. 

It is a source of satisfaction to the publishers that THe 
SPEcTATOR, in the last half-century, while assisting to up- 
build and foster all that is worthy and efficient in the insurance 
world, has been instrumental in forcing out of business 
numerous concerns operating under the good name of insurance, 
but designed and conducted for the purpose of fleecing the 
public. 

While advocating legal supervision sufficient to defend the 
people from being defrauded by fly-by-night concerns, THE 
SPECTATOR has frequently protested and argued against the en- 
actment of unnecessary laws, which would only hamper the 
trustworthy insurance companies without securing any corre- 
sponding benefit for policyholders. 

It has long been recognized that THE Specraror is, par 
excellence, the journal to be looked to for impartial statistical 
data and analyses of the results of the insurance companies, in 
comparative form and in the aggregate; and the enviable repu- 
tation thus established during a period of fifty years will be 
sustained and maintained in the future. 

Subscribers come and go—fortunately, many come and stay. 
We remember with regret the numerous friends of old who 
have passed on; and offer our assurances to our friends of the 
present that we shall continue and increase our efforts to 
render THE SPECTATOR a source of information and inspira- 
tion to all engaged in the insurance business. 
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FIRE PREVENTION AND FIRE PROTECTION OF RAILROAD PROPERTY 


By R. H. NEwBern 


Superintendent Insurance Department, the Pennsylvania Railroad Company 


|HE importance of protecting railroad properties 
against fire loss is much greater to-day than at 
any time in the past, due to the national neces- 
sity for using every available transportation to 
the utmost. 

Fire prevention has been receiving increasing consideration 
by railroad managers for a number of years and on many of 
the larger systems insurance departments have been organ- 
ized, not only to assume the insurance risks, but also to have 
charge of all questions relating to fire prevention and fire 
protection. Trained inspectors make frequent inspections of 
the properties to determine if the necessary equipment is pro- 
vided and maintained in condition to render effective service 
against the numerous hazards incident to operation; also to 
see that careful housekeeping is maintained and that danger- 
ous practices, etc., are removed. The effect has been to de- 
velop a corps of field men who have specialized in the protec- 
tion of railroad properties, and they may be considered experts 
in this line of work. 

Those in charge of fire protection on the railroads were 
among the first to see the advantages to be derived from the 
National Fire Protection Association and the Underwriters’ 
Laboratories, Inc. They were among the early members of the 
National Fire Protection Association, have been active on 
many of its committees, and have made full use of the valuable 

*information which it disseminates. They have also largely 
benefited by the Laboratories’ tests of fire protection devices 
and label service, which have materially assisted in the move- 
ment to standardize the fire equipment. 








RAILWAY Frre Protection ASSOCIATION 


To further stimulate fire protection, the Railway Fire Pro- 
tection Association was organized in the Fall of 1913, and 
now has an active membership of those having charge of fire 
protection on seventy railroads in the United States and Can- 
ada. The object of this organization is to promote interest in 
and improve the methods of fire protection and prevention; to 
obtain and circulate information on these subjects and secure 
the co-operation of its members in establishing proper -safe- 
guards against loss of property and life by fire, and especially 
to standardize practices through interchange of ideas and ex- 
perience with regard to such matters in connection with rail- 
road properties. 

The insurance departments of the railroads compile statis- 
tics of fire losses, showing the causes, classes of property in- 
volved and the loss ratio, all of which are necessary to intelli- 


gently direct the work of fire prevention and the economical 
and proper installation of fire protection. 


CausEs OF RAILROAD [IRES 
An analysis of the causes of fires which have occurred on 
railroad property shows that they can be generally grouped 
into five general causes, which are stated below in the order 
of their importance, both as to the number of fires and the 
amount of loss: 


1. Inherent Causes—Avoidable: 

Hazards that from the construction, occupancy, or 
character of the risk are inherent or usual, viz.: defective 
flues, stoves and stovepipes, lading of hot ashes, coke, 
overheated stoves atid stovepipes, etc., steampipes, spon- 
taneous ignition, live coals or cinders from engines, ete. 

2. Direct Causes—Generally Avoidable: 

Hazards not necessarily incident to the risks but gen- 
erally found present, viz.: carelessness of employees, elec- 
tric light wires, lamps or torches, gasoline, wrecks and col- 
lisions, overturned stoves, explosion and self-ignition of 
ladings, etc. 

3. Unknown: 
Many of which would be classified “carelessness of em- 
ployees” if the proper cause were stated. 
. Remote Causes—Generally Unavoidable: 

Hazards not incident to risks and not usually under con- 
trol of our employees. viz: adjacent burning property, fire- 
works, forest fires, lighted cigar, cigarette or match 
dropped, lightning, etc. 

Lawlessness—Unavoidable : 
Such as riots, incendiaries, tramps, etc. 


i 
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The statistics of railroad fire losses for a number of vears 
show that approximately seventy per cent of the fires are 
directly attributable to causes that are avoidable and it is to 
prevent such fires that efforts should be particularly directed. 

Preventive measures may generally be included under the 
phrase “good housekeeping :” i. e., care in preventing the oc- 
currence of fires from rubbish in storage rooms, lofts, and out 
of the way places, and in clothes lockers, tool boxes, ete. Ar- 
rangements should be made for removing packing boxes, emptv 
barrels, and other rubbish from storehouses and for the safe 
disposal of such rubbish. Metal cans should be provided for 
greasy and oily waste. Grass, weeds, and undergrowth should 
be kept cut. Electric light wiring should be run in accordance 
with underwriters’ requirements and should be periodically 
examined. Stoves should be securely set on stone, cement, or 


metal, and woodwork near stoves or stovepipes properly pro- 
tected, Ashes should be kept in metal cans and the cans 
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emptied daily. All lamp brackets and gas fixtures should be 
rigid and so protected that the flame can not reach woodwork 
or other inflammable materials. Metal or metal lined boxes or 
tables should be provided for handling oils and trimming 
lamps. The storage of inflammable or volatile liquids, such as 
benzine, gasoline, naphtha, should be restricted and carefully 
safeguarded. Smoking should be prohibited in shops, freight 
houses, and at all points where inflammable materials are 
handled and care exercised to see that the rule is enforced. 


WATCHMAN AND INSPECTION SERVICE 


An effective watchman’s service is of the greatest impor- 
tance and should consist of regular tours of the entire premises. 
For this service only trustworthy, loyal and able-bodied men 
should be employed. They should be preferably young with eye- 
sight, hearing, and sense of smell unimpaired. Watchman’s 
tours should be hourly and the watchmen required to register 
on approved checks. They should be especially instructed in 
the location of fire extinguishing apparatus and the method 
of operation, also the location of the nearest city fire alarm 
box. 

The inspectors of the insurance departments of the railroads 
are required to look into all these features and investigate all 
practices of operation which increase the fire hazard, -with a 
view of safeguarding them wherever possible. Special atten- 
tion is given to construction of buildings housing hazardous 
occupancies. 

The attention of operating officials is directed to buildings 
whose type of construction or nature of occupancy create an 
undue fire risk with the view of improving the construction by 
fire walls, automatic sprinklers, etc. In determining this mat- 
ter, special consideration is also given to the buildings which 
are of greatest importance in the operation, such as mechanical 
coaling plants and interlocking towers, large freight and export 
terminals, important shop plants, etc., and special provision is 
made for their protection. Plans for new structures are care- 
fully examined and consideration given to the occupancy to 
determine the fire hazard, with the view of recommending the 
character of construction and protection. 

The character and degree of fire protection to be installed 
may vary from the ordinary filled firepail to an automatic 
sprinkler svstem or an indenendent high pressure fire line with 
numerous fire hydrants and hose equipments at points where 
regularly drilled and efficient fire brigades are maintained and 
standard fire alarm systems installed. 

With the growth of the inspection service and the increased 
knowledge of fire protection methods, the practice of consid- 
ering fire protection of secondary importance, frequently in- 
stalled as an after-thought and when construction work had 
practically been completed, has changed, and the operating, en- 
gineering and purchasing departments are glad to submit all 
questions of fire protection for the approval of the insurance 
departments in order that the protection may be in accordance 
with the best fire engineering practices. 


INDIVIDUAL CHARACTER OF RAILROAD FIRE PROTECTION 


The railroads have also developed forms of protection pecu- 
liar to their necessities. Where tugboats are operated it has 
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become the general practice to install fire pumps thereon, in 
most cases with a capacity of five or more standard fire streams, 
which have been found quite effective in protecting water-front 
properties. Supplies of from five hundred to a thousand feet 
of 2'%-inch hose have been provided and the efficiency of these 
tugs has become so well recognized that the New York City 
Fire Department has thought it advisable to organize the tug 
service of all railroads to co-operate with the city fireboats for 
the better protection of the valuable water-front in the harbor. 

Another development of railroad fire protection has been 
to utilize shifting engines as auxiliary fire engines for the pro- 
tection of rolling stock in classification and storage yards and at 
other points inaccesible to city fire protection and where the 
cost of providing water mains and fire hydrants would be pro- 
hibitive. This has been done by providing fire extinguishing 
apparatus which works on the principle of syphoning the water 
from the engine tank by means of a steam jet. Each engine is 
provided with from one hundred to one hundred and fifty feet 
of 2%-inch hose and is capable of throwing a fire stream ap- 
proximately seventy-five feet. 

Still another development on some roads is the tank car 
with a capacity of approximately ten thousand gallons of water, 
equipped with a fire pump operated by steam from the locomo- 
tive and provided with from five hundred to a thousand feet of 
hose. These shifting engines and tank cars have rendered effi- 
cient service to the extinguishment of fires in snow sheds, 
rolling equipment, bridges and tresties, and other railroad pro- 
perty, and in extinguishing forest fires and fires in property of 
others situated sufficiently near the right-of-way to enable hose 
lines to be laid. 


EpuCATING EMPLOYEES IN FIRE PREVENTION 


In conclusion, it may be stated that fire prevention is largely 
a matter of educating the employees in charge of property to 
exercise ordinary care to prevent the occurrence of fire, and too 
great emphasis cannot be laid upon the effect of careful house- 
keeping upon the fire loss. In fact, it may be stated that the 
fire loss ratio decreases in proportion to the increase in the 
number of brooms used in any year. One of the large railroad 
systems purchased nearly 500,000 brooms last year, and this 
system has each year a low fire loss ratio. 

It is, of course, impossible to know the actual saving to the 
railroads in developing and maintaining a well organized in- 
spection bureau. One of the railroads has issued a statement 
showing 334 fires extinguished by employees with fire appara- 
tus provided by the railroad company for a loss of but $12,500 
in property having an insurance value of over ten million 
dollars. This statement alone is quite instructive. 

The importance of protecting railroad property from fire 
loss was immediately apparent when our country declared war 
and the insurance departments were able to render material 
service in the conservation of life and property by extending 
and increasing the scope of inspection work, more particularly 
in safeguarding export terminals along the Atlantic seaboard. 
The attention of operating officers was immediately directed to 
the necessity for increasing and improving the watchmen’s ser- 
vice, obtaining military guards for important locations, and in- 
creasing lighting facilities as a safeguard against lawlessness. 
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Special inspections were made of grain elevators and export 
piers and at points where explosives were loaded into vessels. 
The necessary watchmen’s service to meet the changed re- 
quirements was determined upon and means provided for the 
watchmen to summon assistance in case of need by installing 
fire alarm boxes at the outboard ends of piers. Flood lights 
were provided outside of the buildings and motorboat patrols 
established to protect properties from the water ends; also 
rigid methods of identification were established to prevent 
enemy aliens or other unauthorized persons from obtaining ac- 
cess to railroad property. Monthly reinspections were made, 
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which included surprise tests of the watchmen’s service, to as- 
certain if the safeguards provided for the protection of the 
properties were being efficiently carried out. 

These activities have received the heartiest co-operation 
of the operating officers, and the result has been that many 
fires have been extinguished in their incipiency, and, no doubt, 
the occurrence of fires has been prevented which otherwise 
might have seriously interfered with the transportation facili- 
ties of our country. 





RISE AND PROGRESS OF WORKMEN’S COMPENSATION LEGISLATION IN THE U.S. 


By Epmunp Dwicut, of Dwight & Hilles 


IFTEEN years ago, in the 1903 Quinquennial num- 
ber of THE Spectator, the writer undertook to 
review the progress and consider the tendency 
of employers’ liability legislation. The very title 
of that article indicates the extent of the change 
which the past fifteen years has brought in the 

legislative treatment of the subject. In the matter of the loss 

which follows accidents to workmen, we no longer think 
in terms of common law liability for damages. 

The loss which such an injury occasions is the loss, first 
of all, to the injured workman himself and to his dependents ; 
next, it is a loss to his employer, who loses the benefit of the 
workman’s productivity; and, finally, it is a loss to the whole 
community. 





Under the old system, which is now happily nearly archaic, 
this loss, which was, in fact, a misfortune common to the em- 
ployer, to the employee, and to the entire community, was not 
mutually shared by those who should actually have sustained 
it, but was borne individually by the employee or the employer 
—it was borne by whichever of these could fasten it as the 
result of a legal fight upon the other. And, in the passing of 
that system, the world has made one of its most important 
forward social movements, 


GERMS OF WORKMEN’S COMPENSATION 

Workmen’s compensation legislation has come, and has 
come to stay, and in the short space of fifteen years, since the 
1903 Quinquennial Number of this paper was published, we 
have reached a point at which it seems almost impossible that 
so recently as 1903 we could even have considered the subject 
of the legislative movement under a title which included the 
words “The Tendency of Employers’ Liability Legislation.” 
And yet, even then, the subject of workmen’s compensation 
laws was not new, because such a law had existed in England 
since 1897. 

The role of a prophet is a dangerous one, and forecasts 
are unprofitable if they are mere speculation as to possible 
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future events, but forecasts may be helpful if they point out 
not merely the probable road along which events are progress- 
ing, but carry with them constructive thoughts that may make 
easier the following of the path of wisdom. 


FULFILLMENT OF A PROPHECY 

In the 1903 Quinquennial Number of THe Srecraror, | 
reviewed at much length the progress of employers’ liability 
legislation in all of the important European countries and in 
such American States as had enacted laws upon the subject. 
In that review it was pointed out that the earliest legislation on 
the subject had been in the form of employers’ liability laws, 
which form of legislation simply gave the employee a little 
better chance in his fight to place the burden of loss, following 
an industrial accident, upon the shoulders of his employer, 
but still left him with the fight on his hands. It was further 
pointed out that the tendency in European countries had, for 
many years, been to eliminate this legal contest; to make cer- 
tain a payment to the employee without regard to questions of 
fault on either side; and to place the burden of maintaining 
injured employees, and the families of those killed, on the 
particular trade in whose operations the accident had arisen, 
thus adding it to the cost of the commodity manufactured ; but 
that up to the date of the review in question no American 
State had accepted this principle. The difference between the 
German system, as it had then developed, and the English 
system, was pointed out, and the following conclusion was 
reached : 


The reasons which made the original liability law unsatis- 
factory in practice in England and in Germany seem to apply, 
with almost equal force, in this country, and the conclusion is 
almost irresistible that it will not be a great while before some 
and finally all the States will carry their legislation further. 

It is not easy to forecast the exact lines which such legisla- 
tion will follow. For many reasons it does not seem probable 
that the principles of compulsory insurance will ever find favor 
with our legislators, and it is not unlikely that further legisla- 
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tion in this country will be upon the general lines of the Eng- 
lish and French Workmen’s Compensation Acts. 

The essential features of this forecast have, in general, been 
fulfilled, but with a difference, due to the setting up a theory 


and a method which, in 1903, had not even been suggested, and 


¢ 
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which differentiates most American compensation laws from 
any of the European laws. 


CONSIDERATIONS FIFTEEN YEARS AGO 

In the 1903 review, three classes of laws were considered : 
(1) Employers’ Liability Laws, These simply modified the 
common law of liability for damages. (2) Compulsory Insur- 
ance. The German system, These laws eliminated any ques- 
tion of damages and relieved the employer from all obligations 
on account of industrial accidents, but they compelled him to 
insure his employees in certain Government companies which 
assumed the burden of paying benefits following disability. 
(3) Workmen’s Compensation Laws. These laws eliminated 
the theory of damages, but compelled the employer to make 
payments, upon a fixed scale, to every employee injured in his 
service. 

EarLty COMPENSATION LEGISLATION 

The earliest legislation in New York State and in New 
Jersey was exactly upon the lines, or at least upon the theory, 
of the English law, and in all but a few States the basic principle 
of the English law has been followed, but with this difference: 
if an employer proved to be insolvent, the injured employee 
was still left in the position of bearing his burden alone because 
the benefits provided by the law were uncollectible. To cure 
this situation, another principle was added in most American 
legislation. The fundamental theory of compensation payable 
by the employer, as practiced in England, was left untouched, 
but to it was added the provision that, in order to absolutely 
safeguard the employee, the employer must guarantee the cer- 
tain payment of his obligations by certifying to the State that 
he had insured his obligations under the law in a company 
satisfactory to the State. 

That is the principle which underlies the laws of Massachu- 
setts, New York, and most of the American States. It has been 
a sound and fine development in this country of the best prin- 
ciples of compensation legislation. It has made provision for 
the safeguarding of the employee, and made it upon a scale far 
more liberal than that of England or any European country. 
It has safeguarded the employee so that he is certain that the 
benefits which the law provides will be paid, and it has main- 
tained the best American traditions in that the employer and 
the employee are still left in their independent relations each 
with the other ;—the employer unfettered by the yoke of a 
State operation of any portion of his functions,—the employee 
not dependent upon a State contribution to his maintenance, 
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but receiving it, in theory at least, from his employer, who 
owes it to him. 

Under this, which I believe to the finest development of 
this system, the sole obligation of the State is to see that the em- 
ployer does fulfill his obligations, and that the workman does 
receive his dues. 

SAFEGUARDING THE EMPLOYEE’s INTEREST 

It was argued in New York and in Massachusetts that 
such a system, involving the obligation upon the employer to 
carry a policy of insurance, would give the insurance com- 
panies an opportunity to extort an undue premium for the 
risk involved, and in these and in other States this peril was 
safeguarded by the creation of a competitive State association 
or fund, essentially mutual in character, which could care for 
such employers as believed that their interests would be best 
safeguarded by the State itself, and which, through the divi- 
dends upon surplus earnings, if any, which it could pay to its 
policyholders, would be a regulator of rates of premium as 
charged by all companies. 

EQUITABLE SYSTEMS OF COMPETITION 

It is difficult to conceive of a system more equitable than 
that of New York, Massachusetts, California, Colorado, Ken- 
tucky, Michigan, Montana, Pennsylvania, Utah and Mary- 
land, because, while such a system fully protects the workman, 
and fully provides for those who believe in State operation 
and State intervention, it does not force a system which 
many Americans believe to be dangerously socialistic and 
dangerously monopolistic—that of exclusive State operation 
through the medium of an exclusive State company—upon 
anyone. It is a system which regulates, but does not put any 
collar of servitude, except around those necks which desire it. 
It is, in essence, the English system carried to a higher point 
of perfection. It is, in essence, the opposite of the German 
system. And, in these modern days, fifteen years after my 
forecast that this country would be more likely to follow the 
English system than the German system was made, and in the 
light of what the world has seen as the product of German 
methods of thought, I cannot believe that the intelligence of 
America will go further than it has already in some States 
gone in the direction of monopolistic, exclusive State Fund 
laws, which are Teutonic and not American in their essence. 
Those States which have adopted this essentially German idea 
are: Nevada, Oregon, Washington, West Virginia, Wyoming, 
and Ohio. The list is not one of which the intelligent residents 
of those States should be proud. 


The United States Labor Department has reported through 
the Bureau of Statistics that in those States in which work- 
men’s compensation laws have been enacted there has been a 
remarkable reduction in the number of paupers. [amilies de- 


riving benefits from these laws have not been compelled to seek 
charitable aid, a fact which in itself justifies the further exten- 
sion of this method of meeting the economic loss due to in- 
juries caused by industrial accidents. 
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EXPLOSION AND OTHER WAR RISKS 


EFORE the entrance of the United States into the 
great war, it was realized particularly by fire under- 
writers, that a real moral hazard existed in this 
country in connection with plants manufacturing 
munitions and supplies of war for belligerent nations, 

as well as in relation to grain elevators, warehouses and 
vessels in which goods destined to the Allies were stored 
or shipped. 

As a matter affecting the public safety, and being inter- 
ested as well from a business standpoint, the fire insurance 
companies took such steps as they could to prevent explosions 
and fires in such properties. Since the United States has also 
been involved in the war, even more stringent measures have 
heen taken, with the encouragement of the Federal Govern- 
ment, to render as safe as possible all establishments manufac- 
turing or storing war materials for our Government or those 
of our Allies in the war. 

In this campaign for safety, the National Board of l‘ire 














DAMAGE WROUGHT AT BLACK TOM ISLAND BY EXPLOSION 
OF WAR MATERIALS, JULY, 1916 


Underwriters has taken a very prominent part, and a fire pre- 
vention section of the War Industries Board has been organ- 
ized for the purpose of preventing fires in industrial plants 
doing war work. The executive committee of this section con- 
sists of W. H. Merrill, of Chicago, president of the Under- 
writers’ Laboratories; W. E. Mallalieu, of New York, general 
manager of the National Board of Fire Underwriters, and 
Frank L. Pierce, of Providence, president of two mutual fire 
insurance companies. Other prominent men identified with in- 
surance, including officers of some of the largest fire insurance 
companies, are members of the advisory committee. 

The necessity for guarding against the threatening dangers 
has been but too well demonstrated by a number of serious ex- 
plosions and fires which have been ascribed to the designs of 
our enemies. 

The devastating explosion at Black Tom Island, Jersey 
City, which did $11,000,000 worth of damage, breaking many 
thousands of windows in New York and the surrounding ter- 
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ritory, followed by the explosions at Haskell, N. J., at Kings- 
land, N. J., which latter explosion caused damage to the 
amount of $12,000,000, and the terrible catastrophe at Hali- 














CANADIAN CAR AND FOUNDRY DISASTER SWEPT KINGSLAND, 
R N. J., JANUARY, 1917 


fax, Nova Scotia, have manifested the extent of loss of life 
and property which can readily be caused by an explosion 
among war munitions. Some of the destructive effects of ex- 
plosions which have already occurred are shown in the accom- 
panying illustrations. 

There have been a number of large fires also, which are 
believed to have been due to plots of our enemies. It is clear 
that the danger of the destruction of vast quantities of war 








BLACK TOM ISLAND SHOCK DAMAGED PROPERTY ON MAN- 
HATTAN ISLAND AND OTHER PLACES 


munitions and materials is not an imaginary one, and the pre- 
cautions that have been and are being taken are warranted and 
are necessary to the successful consummation of the great 
struggle for civilization which is now in progress, 
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SUPPOSE INSURANCE WERE SELIMINATED 


By Ropert W. BLAKE 





UST suppose for a moment that, by some 
official act or other cause, all policies of in- 
surance, of whatever kind, including surety 
| bonds, should be immediately terminated— 
what confusing and calamitous conditions 


Y 











would ensue. 
The idea and protection of insurance is 





so closely interwoven with almost every feature of the busi- 
ness and social life of our country that the cancellation of exist- 
ing contracts and the inability to secure substitutes therefor 
would entail great individual hardship in many cases, and 
would seriously diminish the commerce of the nation. 
Without the assurance of indemnity for losses of various 
kinds afforded by the comracts of insurance companies, im- 


porters, manufacturers and merchants dealing in all classes: 


of commodities would be in constant fear of suffering the 
loss of their invested capital, and would be unwilling to assume 
any chances in their busiaess which were not absolutely neces- 
sary to its conduct along the most conservative lines. 

Importing houses, purchasing goods abroad, instead of en- 
trusting an entire lot of goods purchased to the risk of a 
single ship, would divide up such shipments and apportion 
them among several vessels, in order to minimize the risk of 
loss by perils of the sea. 

The ownership of shipping would gradually gravitate into 
few and strong hands, for only concerns owning numerous 
ships, and thus being able, under the operation of the laws of 
average, to lose an occasional ship without its loss unduly 
affecting the aggregate investment, could afford to engage in 
transportation by water. The risk would be too great for the 
average owner of a single vessel or a very few ships to carry. 

The danger of the loss of property by fire in the United 
States is such an ever-present one that the elimination of fire 
insurance as a business would work havoc among the owners 
of combustible property of all kinds. Producers would desire 
to sell their products and convert them into cash at the earliest 
possible moment; whereas, on the other hand, manufacturers 
or dealers would feel reluctant to invest money in any stock of 
goods larger than required for current needs, as they would 
not wish to incur the risk of fire loss upon an unnecessarily 
large stock. 

Real estate would be adversely affected, particularly in re- 
spect to buildings of non-fireproof construction; few except 
the very well-to-do would assume the hazard of investing con- 
siderable sums of money, perhaps representing a large propor- 
tion of their assets, in the building of homes or business 
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structures of such types as are now common throughout the 
country. 

It may be argued that such conditions would encourage 
greater carefulness on the part of our citizens in respect to 
the fire hazard, and would also promote safer building con- 
struction. This can be granted, but the fact remains that there 
are thousands of millions of dollars’ worth of combustible pro- 
perty now in existence in this country whose owners would 
be, in many cases, subject to the loss of all or the greater por- 
tion of their available assets by a single fire, and who, without 
the promise of indemnity given them by insurance, would be 
constantly in fear, in the absence of such aid, of sustaining an 
irretrievable loss. 

The sole reliance of hundreds of thousands of American 
families in this country, under present conditions, for their 
support and sustenance in the event of the death of their bread- 
winners, is the life and accident insurance carried by the heads 
or members of such families. 

Life insurance policies of the endowment class, and cash 
surrender values of other forms, are being depended upon by 
a great many men and women as constituting the basis for 
their competence for their later years; and if this form of 
saving, which combines protection for both the insured and his 
dependents, should be annihilated, great hardships would re- 
sult for those who are now assured of protection. 

Annuities have provided the income for living purposes 
for many thousands of people during centuries past; and while 
this form of investment, as regards lump sums of money, has 
not gained so much favor in this country as in Europe, there 
are many thousands of contracts outstanding which are at 
least the equivalent of annuities, as they provide for certain 
periodical payments of sums which have fallen due under con- 
tracts of life insurance. 

As the life of our people has grown more complex from 
year to year, and mechanical means of transportation increase 
in number, the risk of personal injury has been given greater 
attention, and accident insurance has enlarged to immense 
proportions. Nowadays, when a person suffers an accident, 
it is almost an even chance that he carries accident insurance, 
which will enable him to cover the expenses incident to a 
minor injury, or will reimburse him for time lost by reason of 
financial or total disability. 

Health insurance has likewise come to occupy an important 
place in the social economy, and accident and health insur- 
ance, which are so often supplied in conjunction, enable the 
average man, while dreading the physical consequences of in- 
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jury or sickness, to look with greater equanimity upon the 
financial losses which would ordinarily result therefrom ; while 
the withdrawal of such indemnifying contracts would impose, 
in case of accidental injury or illness, so great a burden that 
the consequent worry would retard recovery. 

Risks that must be assumed in the course of business, in 
connection with employees or in relation to the public, and 
which, in the past, had to be borne by the party held respon- 
sible under the law, can now be shifted to liability and work- 
men’s compensation insurance companies. This ability to re- 
lieve an individual or a business concern, by the payment of a 
reasonable premium, from risk or liability which might impose 
most onerous burdens is a feature of insurance which would 
be greatly missed if such indemnity should become no longer 
obtainable. 

When a person desired to secure a position of responsi- 
bility in the olden days, it was very often necessary for him to 
call upon his friends to furnish a bond guaranteeing his 
honesty in the handling of the property of his employer. This 
frequently entailed losses upon the sureties which have been 
known to be bankrupting in their extent. In these present 
times, an employee called upon to furnish a bond is able to 
secure same from a surety company, which obviates the neces- 
sity of calling upon his friends to perform a service which 
probably few of them wish to do, or feel justified in doing. 

The reversion to the old plan would be most unwelcome, 
and it would be more than ever difficult to secure individual 
sureties after the successful operation of the system of cor- 
porate suretyship. The same argument applies in connection 
with contract, court and numerous other classes of bonds, which 
have been supplied during many years past by companies 
formed for that purpose. 

In the last ten or fifteen years the number of automobiles 
in use has mounted well into the millions. Without regard 
to the first cost and running expenses of such vehicles, a great 
majority of owners of motor cars would not feel that they 
could purchase and operate them except under the protection 
of various forms of insurance. The risk of destruction by fire 
or collision, or of liability for accidents to the person or prop- 
erty of others, would be too great for the average owner to 
carry on his own behalf. 

Burglary insurance is a branch of indemnity which is 
steadily growing in popular favor, and its absence would be a 
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great handicap on the business of many firms and corporations 
dealing in valuable commodities which are peculiarly subject 
to theft. 

The huge increase in recent years in the shipment of goods 
by mail has led to great growth in registered mail insurance. 
This enables retailers to ship large numbers of parcels by 
registered mail, with the assurance that losses occurring in 
the mails will be made good. Steam boiler, fly wheel, plate 
glass and sprinkler leakage insurance give manufacturers and 
merchants a feeling of safety as regards accidents to their 
machinery, windows and _ sprinkler equipment which they 
could not otherwise possess, 

Another form of protection for business houses which has 
achieved considerable success is credit indemnity. This, while 
not so largely utilized as some other classes of insurance, 1s, 
nevertheless, a most useful factor in avoiding excess losses 
for business houses, and its elimination would remove a stabil- 
izing factor from many businesses. 

Tornado or windstorm insurance now occupies a very im- 
portant place in the world of insurance and is carried by hun- 
dreds of thousands of owners of homes and business proper- 
ties, affording assurance against loss by an element which, at 
times, is vastly destructive. Lightning and hail insurance sim- 
ilarly protect property-owners against forms of loss, the oc- 
currence which cannot well be foreseen as regards any par- 
ticular locality; and the cessation of such insurances would 
deprive hundreds of thousands of people of valued guarantees 
against loss. 

When one pauses to consider the hazards which constantly 
attend individuals and business concerns in their ordinary 
everyday activities, and then observes how many of such risks, 
so far as their financial consequences are concerned, may be 
transferred for a relatively small consideration to a company 
which will bear the burden instead of the insured, it is not 
strange that the various branches of insurance have been ex- 
tensively patronized by the people. The latter would un- 
doubtedly protest most vigorously against any effort which 
might be made to do away with the protection and benefits 
granted them through the medium of insurance in its various 
modes of application to their needs. 
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CHICAGO UNDERWRITERS 


On another page is reproduced a group of photographs of 
members of the Chicago Board of Underwriters, which com- 
prises portraits of some of the most prominent fire insurance 
men in Chicago during the period when THE SPECTATOR was 
being published in that city, beginning in 1868. 

A number of these gentlemen lived long enough to be 
known and esteemed by underwriters of the present genera- 
tion. They were among the pioneers in the business, and 
passed through troublous times when Chicago was burned in 
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OF A HALF-CENTURY AGO 


1871. Some of those whose portraits are shown continued in 
the business for many years after the great conflagration and 
achieved a liberal degree of success. 

The photograph from which the accompanying illustration 
is reproduced was made by Alex. J. W. Copelin, who probably 
took most of the original pictures. His uncle, Alex Hesler, was 
the earliest photographer in Chicago, he having established a 
gallery there in 1849. Mr. Hesler was succeeded by Thomas 
Copelin, who in turn was succeeded by his son, A.J.W. Copelin. 
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THE TERM RULE IN FIRE INSURANCE 


By Rosert P. BARBouR 


General Agent, North British and Mercantile Insurance Company 


T has long been recognized that the term rule pro- 
viding that policies may be written for three years 
at twice the annual rate and for five years at three 
times the annual rate is actuarially unsound; the 
movement to substitute for such rule, wherever 

it remains in effect, the rule that seventy-five per cent of 

the annual rate shall be charged for each additional year 
of the term raises inquiry whether the latter rule will pro- 
duce a profit from term policies equal to corresponding mul- 
tiples of the profit to be derived on the same business written 





on the annual basis. 

Underwriters will readily admit that fire insurance rates 
are not founded upon demonstrated fire costs, and know the 
difficulties which beset any endeavor to construct a system by 
which such fire costs might be obtained with even approximate 
accuracy. One of the most puzzling elements of uncertainty 
lies in the fact that not all policies are issued for one year and 
do not all run until expiration, therefore making it most diffi- 
cult, without laying violent hands on present practices, to 
furnish one of the factors necessary for determining fire cost. 
Nevertheless the fire cost, even though but an estimate, theo- 
retically does furnish the basis of the fire insurance rate, which 
must also bear a loading for necessary expense cost and profit. 

All rates being predicated on $100 of insurance for one 
year, it follows that the annual rate should be fixed at that 
figure which will pay the annual fire cost and expense, plus a 
reasonable annual profit, and that the premium on a term 
policy should yield the same annual profit as the one year 
policy, unless, indeed, annual and term policies are to be con- 
sidered as retail and wholesale, respectively, with a smaller 
ratio of profit on the latter. 

Upon the foregoing premises the following figures are pre- 
sented as furnishing food for thought: 

Assume that the average loss cost has been determined 
at 33 cents per $100 of insurance, upon which it is proposed to 
build an annual rate on the basis of a 55 per cent loss ratio, 
that being the percentage so often spoken of as the reasonable 
one, and 45 per cent for expenses and profit. Then we have 
the following: 


Average annual loss cost (55 per cent)..............0.. 33 
Average annual expense and profit (45 per cent)...... .27 
er ee ee nr ee .60 


These figures must necessarily furnish the basis for all term 
computations. 

The question then arises what reduction can be made from 
multiples of the annual rate in writing policies for a term of 


years in view ‘of the fact that there are certain savings in- 
volved. It must be borne in mind that the average annual 
loss cost is unvarying, being 33 cents per $100 of insurance, 
whether the policy be written for one or more years; also 
that the profit made on one-year business should be three times 
as much when written for three years, and five times as much 
for five years, in order to have the business produce the same 
results regardless of the term. 

For this computation no regard is given to questions of 
reserve of unearned premium; it is assumed that premiums 
are paid 60 days from the date of policy, and that, simultane- 
ously, commissions, taxes and other percentage expenses are 
paid ; that the average annual fire cost of 33 cents per $100 is 
paid in constant ratio month by month from the beginning 
of a policy to its end, whether written for one year or more, 
and that the same is true of the fixed administrative expenses ; 
that the liability for losses paid, that is, reinstated without 
charge, is offset by the liability canceled by losses in excess 
of 50 per cent. The factors of saving in term policies where 
premiums are advanced will then appear as follows: 

1. Premiums “earned” on that portion of the liability 
paid out for losses. 

2. Saving in expense of handling after the first year. 

3. Interest on premiums paid in advance, that is, for 
each year more than one, less expenses simultaneously paid 
and less further expenses and losses paid month by month 
throughout the term. 
l‘irst Factor 

The benefit here received from the premiums advanced lies 
in the reduction of liability during the second, third, fourth and 
fifth years, by reason of losses paid in the first year; the re- 
duction during the third, fourth and fifth years, by reason of 
losses paid in the second year, and so on. During the first 
year 33 cents in losses is paid out for each $100 of liability, 
hence the average liability for the second year is $100 less 
33 cents, or $99.67 ; and at the ratio of 33 cents per $100 deter- 
mined average annual loss cost, the cost of carrying this lia- 
bility the second year, is .329, or a saving of 10 mills. For a 
five-year period this will show as follows: 





| Ist Yr. | 2nd Yr. | 3rd Yr. | 4th Yr. | Sth Yr. 
sciences ee | . oe 


| 
meals sash | 





aah | $ $ . | s $ 
PACES > <5 coo.) Wu oul 100 | +99.70 99.37 99 . 04 98.71 
ISOSSICOSE 5353-0400 vee! SOB .382901 | 327921 | .3826832 | .325743 


The figures of New York State for 1914, this being the 
last year unaffected by the war, show that the expense ratio 
of all admitted companies (leaving out figures of treaty rein- 
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surance companies for obvious reasons) is 39.9, or in round 
numbers 40 per cent. But this ratio cannot be used in deter- 
mining the annual rate, since it is based on all premiums 
written, whether annual or term, and the savings in expense 
on account of term business must be determined or estimated 
before the annual rate can be computed. The detailed ex- 
pense figures for that year of fifteen of the largest fire insur- 
ance offices, including therein all the companies that are under 
one or allied management, some twenty-four in all, and in- 
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cluding none with a large marine business, show that approx- 
imately 25 per cent is spent for commissions and brokerages, 
taxes, fire patrol, local boards and survey bureaus, all of which 
are assessed on the premiums on a percentage basis regardless 
of whether such premiums are for annual or term business. 
The remaining 15 per cent, therefore, needs analysis for the 
purpose in mind. These expenses, as nearly as they may be 
divided from the information contained in the annual state- 
ments, fall into three groups: 


%o 

1. Adjusting, advertising, legal, maps and miscellaneous......... 2.92 

2. Special agents’ salaries anc Expenses... 22.0. 0. 22 een wase cs oes 4.79 
3. Salaries of officers and employees, rent, furniture and fixtures, 

PETER ANG POS(AME os. ac wean ware monet Saacleaee 7.29 


The expense costs represented by the items contained in 
groups I and 2, in the nature of things, are not much affected 
whether business is written annually or for a term. The 
expense costs represented in the third group are where the 
chief question arises. Without going into too great detail, it 
may be pointed out that, if all the business at present written 
for a term were to be written for one year, the only additional 
cost involved for the companies would be for the additional 
clerks necessary, with consequent additional rental space, fur- 
niture and fixtures, and the increase of printing and postage, 
for no additional supervisory expenses would be necessary. 
This, coupled with the fact that if reinsurance reserve figures 
inay be taken as a guide, it is probable that 56 per cent in 
bulk of all premiums are now written on an annual basis, 
32 per cent on a three-year basis and 12 per cent on a five- 
year basis, the other terms being negligible, and, bearing in 
mind the class of business now written for a term, leads to the 
estimate that 25 per cent additional would cover all the in- 
crease of cost in this group. This would make the cost in 
this group 9.11 per cent and the cost of writing all business 
on an annual basis 10.82 per cent instead of 15 per cent. 

Having determined in this manner the average annual 
administrative expense cost, the annual rate will be made up 
as follows: 





Average annual loss cost (55 per cenit)... <. ccs ccc ce eucncuwes 33 
Average annual handling cost (16.82 per cent)..................- .10 
Average anntak pront (7.18 per Cent). csec ccc ccc cos cecteneeeat 02 
Average loading for percentage of costs (25 per cent)............  .15 

EVEEAD ES ANNA PALO: beers case eee o onccecineiacieciee ote taceiac neces .60 


If it be admitted that rates must be made on the basis of 
a 55 per cent loss ratio, and bearing in mind that the cost of 
25 per cent for commissions and brokerages, taxes, fire patrols, 
local boards and survey bureaus cannot be reduced unless 
commissions, local board or survey bureau expenses are re- 
duced, which is unlikely, it will be seen that, if the above fig- 
ures are correct, the fire insurance business must be content 
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with a margin of 3.18 per cent profit, or compute the annual 
loss cost on a lower basis than 55 per cent. 

Now when the estimate is made of the cost-for administra- 
tive expenses of writing business for a term, a new compu- 
tation is necessary. It has been said that since business is 
“handled” but once, whether written for one year or longer, 
that the annual cost (determined as above to be 16.82 per 
cent) is all the administrative cost involved, whether policies 
are written on a one-, three- or five-year basis. But this is 
manifestly wrong. If a company is to continue in business 
there are certain expenses which are incurred annually and are 
inseparable from a going condition and cannot be applied in 
any one year merely to the business which is put on its books 
during that year. Reverting again to the three groups of ad- 
ministrative expense: 

Group 1.—This is an annual expense to be incurred regard- 
less of the relative amount of annual and term business on a 
company’s books. 

Group 2.—The same is true of this group. 
must be maintained, adjustments, agency visitations, inspec- 
tions, rate association and other field work must go on re- 


Special agents 


gardless of term writings and is an annual expense. 

Group 3.—Herein will be found the real saving, but not 
all of these expenses cease when term business is received and 
passed to file. The salaries and expenses incident thereto of 
the chief executives of the company and the entire expenses 
of the loss department constitute an annual expense. The 
finances of the company must be cared for, the necessary 
statements made out periodically, and certain other account- 
ing matters require an annual expenditure. In the under- 
writing department some clerical expense is incurred on term 
policies because of endorsements made thereon, and there is 
some slight expense also in connection with term business for 
supplies and postage. 

Taken altogether, it does not seem unreasonable, after giv- 
ing the benefit of every doubt, to estimate that 30 per cent of 
the expenses of this group is chargeable as an annual expense, 
leaving a 70 per cent saving in each year after the first. This 
is a far more liberal estimate of saving on the cost of handling 
term business than was the estimate of additional cost for 
reducing all writings to an annual basis. 


Third Factor 


The interest received on advanced premiums of term poli- 
cies will be one year’s simple interest on the amount of the 
second year’s premiums that are not paid out during the first 
year, namely, the second year’s loss cost, field and administra- 
tive expense cost and the profit. Similarly, two years’ com- 
pound interest on the same elements of the third year’s pre- 
mium, three years’ interest on the fourth year’s and four on 
the fifth year’s. If we assemble all of these factors, the fol- 
lowing table will show what the rate should be for each 
year, being first computed to show what it will amount to 
without loading for the percentage expenses or without tak- 
ing into account the discount for interest, which will naturally 
be received only on that portion of the rate which is made up 
of the loss cost, profit and flat expenses, since the percentage 
expenses are paid out simultaneously with receipt of the 
premium: 
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list Year. = Year. | 3d Year.| 4th Year. 5th Year. 
Loss cost. | 33 | .32901 | .32792 | .32683 | .32574 
Profit. . ‘| 01908 | .01908 | .01908 01908 | “01908 
Flat Exp. Group ‘Land 2) .04626 | .04626 | .04626 | .04626 | 04626 
Flat Exp. Group 3..... | 05466 | .01640 | .01640 | .01640 | .01640 
45000 | .41075 | 40966 | .40857 | .40748 
4% true discount for in-| | | 

terest received.......; 0 | .O1581 | .03089 04535 | 05917 
45 39494 | .37877 | .36322 | 34831 

Loading of 25% for per- | | | 
centage expenses..... Pas .13165 | .12626 | .12107 | .1161¢ 

ia = i 
Resulting rates........ | .60 | .52659 | .50503 | .48429 | 46441 
| | | .52659 | | (48429 

60 | 1.63162 


3 yr. rate|1.63162 |5 yr. rte 2.58032 
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On this basis, therefore, the term rule to be actuarially 
correct and produce the same annual profit on yearly and on 
term business should be 2.72 times the annual rate for three 
years and 4.30 times the annual rate for five years. 

If the estimates made herein are approximately correct, 
then, if all business were written for a term under present 
rules it would result in a marked loss of profit; therefore the 
conclusion naturally follows that any extension of the term 
rule to classes heretofore written on an annual basis is equiv- 
alent to a reduction of rate. 
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President of the Insurance Institute of America 


T is eminently fitting that the Golden Jubilee Num- 

ber of THe Specraror should contain an article on 

S The Insurance Institute of America. A time more 

opportune than the present could not have been 

chosen for the publication of such a message. The successful 

conduct of the business of insurance, in all its branches, is 

dependent, very largely, upon the degree of proficiency em- 
ployed in its administration. 

Many of our most capable co-workers have already answered 
the call of civilization and transferred their activities from the 
field of peaceful occupation to the less desirable, but more im- 
portant, business of restoring the equilibrium of the world. 
Others will soon follow their example, and as each contingent 
leaves its accustomed place, the vacancy thereby created will be- 
come increasingly difficuh, if not impossible, to fill. 

The scarcity of efficient men in our business is already 
noticeable; and unless early efforts are made to remedy this 
condition, it will rapidly become worse, and the business will 
suffer in consequence thereof. 


Pusitic WANTS TRAINED MEN 


Some of the most profound thinkers of the day are of the 
opinion that conditions made possible by the present world 
conflict are conducive to the growth of Socialism, and that an 
era of Government ownership of public utilities and State- 
controlled insurance funds is about to be ushered in, Agents’ 
qualifications bills—good, bad and indifferent—are constantly 
being introduced in our legislatures, as a protest, no doubt, 
against the inefficient manner in which the insurance business 
is being conducted by certain incompetent and unscrupulous 
agents and brokers. These rumblings of discontent, on the 
part of the insuring public, cannot be ignored by company offi- 
cials without running the risk of incurring disastrous results. 
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The problem of dealing with these and other threatened evils 
should, and, | believe, will in the near future, engage the most 
earnest thought of all insurance men who are abreast of the 
times. 

I believe | am within the bounds of reason when I ex- 
press the opinion, as I do, that our paramount duty, as represen- 
tatives of a business that ranks second to none in its importance 
to the great American public, is to spread the gospel of insur- 
ance education. 

It should be the constant aim of every representative of an 
insurance company (and when I say representative I mean 
every one engaged in the business) to disseminate insurance in- 
formation freely to the public, so that the dange 
legislation may be prevented or, at least, reduced to a mini- 


r of adverse 


mum. 

But how can we, as insurance men, carry on this work suc- 

cessfully, unless we know our own business ? 
EpuCATE SELVES TO EpuCATE OTHERS 

It is a foregone conclusion that we must educate ourselves 
before we can undertake to educate the public. In the first 
place, we must see to it that company representatives in all 
parts of the country are sufficiently familiar with the business 
to conduct it in an intelligent manner, and we must also impress 
upon the minds of these representatives the necessity of having 
their employees well informed on all the insurance subjects 
with which they have to deal. 

Why should an insurance company be permitted to appoint 
incompetent agents when medicine and the law are safeguarded 
in this respect ? 

CHANGED CHARACTER OF AGENCY SySTEM 


The trouble is, the American agency system has not kept 
pace with the evolution of the business itself. The plan of 











Ma 


gat 
ste] 
be | 
pan 
met 
bus 
que 
age 
cial 
it b 
duc 
son: 


righ 
sati: 
selv 
the 

ana 
busi 
bilit 


rem 
reme 
but 1 
the - 
bene 
ness 
gent 
appli 


A 
ated 
wher 
most 
derec 
and ; 
The © 
orgar 
more 
New 
San |] 
shoul. 
every 
multit 
for in 
how c 
panie: 
stand 
throu; 
throus 
The f 
of pre 
supery 





apt 
of 








May 23, 1918 


gathering business through agencies was originally a forward 
step and it operated satisfactorily in the beginning. But it must 
be borne in mind that in those early days each insurance com- 
pany, as a rule, had its own form of policy and its own peculiar 
methods of doing business, In other words, the insurance 
business had not developed to any great extent, and conse- 
quently there was no unanimity of procedure. Therefore, the 
agency system sufficed at that time. But in these days of spe- 
cialization, when every feature of insurance is highly developed, 
it behooves us to exercise the utmost care in placing the con- 
duct of this important branch of industry in the hands of per- 
sons possessing a high order of intelligence. 

We must make good our argument that the State has no 
right to engage in any business that can be conducted more 
satisfactorily by private parties. If we would be fair to our- 
selves, we must admit that the public is not very familiar with 
the technique of our business at present, and, for this reason, 
an attempt on the part of scheming politicians to administer our 
business with State-controlled funds would not, in all proba- 
bility, meet with serious opposition. 


Cost oF Epucation Is SMALL 

Again we say it is our imperative duty to apply an effective 
remedy to this unenviable situation, But, you will answer, 
remedies are sometimes expensive! True, they are expensive ; 
but when the cost is spread over a large number of companies, 
the individual price is insignificant when compared with the 
benefits to be derived from the privilege of continuing in busi- 
ness and having our affairs handled in an increasingly intelli- 
gent manner. The agency through which the remedy may be 
applied is already established. 


THe INstituTE A NATIONAL ORGANIZATION 

Although it has been in existence for nine years, it has oper- 
ated so quietly and unostentatiously that it is little known, but 
where it is known it is appreciated and commended in the 
most glowing terms for the excellent service which it has ren- 
dered to thousands who have grasped the import of its mission 
and availed themselves of its opportunities, This agency is 
The Insurance Institute of America. It is already a National 
organization, touching, as it does, with its activities, some of the 
more important insurance centers, such as Boston, Hartford, 
New York, Philadelphia, Baltimore, Cleveland, Chicago and 
San Francisco, But this is not enough. Its sphere of usefulness 
should be increased to such an extent that it will encompass 
every section of the United States and bring within its fold a 
multitude of insurance men who now have few, if any, facilities 
for improving their knowledge of the insurance business. But 
how can this be done? The answer is simple. Let all the com- 
panies donate a stipulated sum each to the Institute, and then 
stand back of the Institute by giving it their moral support 
through missionary work on the part of special agents and 
through letters, circulars and advertising matter of all kinds. 
The funds created in this way could be used to defray the cost 
of preparing and publishing up-to-date textbooks, clerical and 
supervisory forces. The income from textbooks, per capita 
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tax and examination fees would thereafter be sufficient to 
support the Institute. 


Lack oF TEXTBOOKS 

Lack of textbooks is the most serious obstacle confronting 
the Institute at the present time. It has been possible, although 
difficult, for Clubs and Societies in the large cities to teach 
the Institute courses—because more or less extensive libraries 
of insurance literature have been available at such places. But 
even in these localities, the study of a given subject has im- 
posed upon the student the task of searching several volumes 
for the desired information. Hardly any author of insur- 
ance literature has confined his work to one phase of the 
business, and when an exception to this rule is found to exist, 
and it is also found that the work was complete when written, 
it not infrequently happens that the subject has since under- 
gone some radical change, and, hence, the student is obliged 
to continue his search through some more recent publication 
before he can feel satisfied that he has acquired the knowledge 
requisite to complete his education on this particular point. 

There is hardly a place in the country outside of Hartford, 
Boston, New York and Chicago where any pretense is made 
of having a library sufficiently extensive to enable the student 
to pursue his studies in a satisfactory manner, In thousands 
of small cities and towns throughout the United States, where 
little, if any, of the required literature is to be had, it is im- 
possible for the seeker after insurance knowledge to inform 
himself with regard to our business, except in a haphazard 
way. 

COURSES OF STUDY 

In cities where evening classes have been conducted under 
the auspices of Member Clubs and Societies, the students have 
invariably received material assistance from instructors, who 
have delivered lectures on all subjects embraced in the six 
courses; but it will be readily observed that class instruction 
must, of necessity, be confined to a few cities where competent 
instructors are available and can be induced to enlist in the 
undertaking for the good of the cause. 

[ can speak with authority regarding the work of the pre- 
sent semester in Chicago. We have enrolled in six classes— 
three fire and three casualty—two hundred and twelve stu- 
dents, twelve per cent of whom are women, and nearly all are 
giving a good account of themselves. We had one hundred 
and twenty-one lectures scheduled for the season, and have 
enlisted the services of more than fifty instructors, all of whom 
are cheerfully giving their time and talents gratis, because 
they know they are doing something worth while for the 
business. 

REACHING THE RurAL AGENT 


But the officers of the Institute realize that the most fertile 
field has not yet been touched. It is that great expanse of 
country which lies beyond the large industrial centers, and 
which is dotted with towns and villages in which there are 
many persons engaged in the insurance business who are 
thirsting after knowledge pertaining to their vocation but have 
not yet been able to satisfy their ambitions. This is the army 
of men which we are anxious to reach—but to which we can- 
not extend a helping hand, unless the principal beneficiaries of 
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our system—the insurance companies—will come to the res- 
cue and make possible the accomplishment of our desires. 


ORIGIN OF THE INSTITUTE 

The Insurance Institute of America was founded in the 
city of Philadelphia in 1909. It was organized by representa- 
tives of insurance societies and clubs located in several of the 
larger cities of the United States for the purpose of placing 
within convenient reach of insurance men generally—fire, 
life, casualty and marine—a modern system of insurance edu- 
cation, based upon the payment of a nominal fee calculated to 
defray the incidental expenses of postage and printing. 


PLAN OF ORGANIZATION 

There are two classes of members—active and contributing. 
Any insurance society having for its principal object the edu- 
cation of its members in insurance subjects is eligible to active 
membership in the Institute, this being conditioned upon the 
payment of an annual per capita tax which has never exceeded 
10 cents per member. Such society may, after affiliating with 
the Institute, extend to its members the advantages of the 
Institute Study courses, the fee to be charged each individual 
member being left to the judgment of the local society, The 
society in return obligates itself to pay the Institute a fee of 
$2.00 for each student who takes the final examinations. 

Each contributing member pays a minimum annual fee 
of $10.00, Every insurance organization in the United States 
(such as Boards of Underwriters, rating bureaus, inspection 
bureaus, fire prevention associations, etc.) is eligible to mem- 
bership in this class, as are individuals, on payment of $2.00 
annually. 

Delegates to the Inst.tute meet in conference annually, re- 
ceive reports from members, review the educational work of 
the year, receive and consider reports of the educational com- 
mittee, elect officers and attend to such other matters as may 
properly come before the meeting. 

Each annual conference consumes the greater portion of 
three days’ time, and the sessions are invariably crowded with 
work of an important and constructive nature. During the 
recess of the Institute, between annual conferences, the routine 
business is under the supervision of the officers, and special 
matters are considered and disposed of by the executive com- 
mittee. 
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None of the officers or committeemen receives any com- 
pensation for his services, and therefore it is necessary to 
secure men for these positions who are not only willing to 
serve without pay, but who, by reason of their interest and 
work in connection with the Institute, have given unmistakable 
proof of their qualifications. 

Study courses have been in use covering the fire and cas- 
ualty branches. A course for the life branch is being com- 
pleted, and it is hoped to cover marine and automobile insur- 
ance later, 

GRADING STUDENTS 

The course in each branch of the business is designed to 
cover three years’ study, the term commencing in November 
and ending in May. Two grades are given for satisfactory 
examinations, viz.: “Passing” (between 60 per cent and 80 per 
cent) and “Honor” (between 80 per cent and 100 per cent). 
Certificates are awarded to successful students in each of the 
first and second years and diplomas to students passing the 
work of three years. 

Only the best local instructors are selected to teach each 
course in accordance with the curriculum devised by the 
Institute. 

The preparation of textbooks, which is now engaging the 
attention of the Institute, is a slow and expensive process, 
but could, with proper financial assistance, be expedited and 
the work completed in a comparatively short time. 

In conclusion, let us emphasize the fact that the Institute 
idea is growing, as is evidenced by its present membership of 
nearly 6,000. 

Any work undertaken and carried on solely for the good 
of a business merits the hearty support of every person en- 
gaged in that business, particularly when such support can be 
given without much personal effort, and without involving 
much individual financial outlay. Officials of insurance com- 
panies will no doubt find an ever-increasing desire to contri- 
bute to the needs of the Institute and its local branches, once 
their interest has been aroused and they have come to realize 
that in the last analysis they and the institutions which they 
serve are the greatest beneficiaries. 








The awakening of business to a new spirit as a result of 
war activities was admirably summed up by R. Goodwyn Rhett 
of Columbia, S. C., president of the Chamber of Commerce of 
the United States in his address before the Sixth Annual 
Meeting of that body at Chicago, IIl., on April 10-13, 1918. 
The complete co-ordination of the new spirit in business is 
making it a vital, living being rather than cold, impersonal com- 
mercialism. Business has assumed a patriotic service in the 
cause of democracy; the new spirit is “to put the soul into 
business, to transform the cold clay into the sentient being,— 
to transfuse into a marble statue the warm blood of the human 
being that will make its face to shine, its eyes to glow, its 
hands to clasp, its heart to beat, and its soul to vision. In 


that sentient being only may democracy find its safeguard 
and protection. When we have found out that what is not 
for the country’s good is not for the good of business—when 
we have transmitted that creed to our fellow citizens and made 
them understand that it is our creed to our fellow citizens and 
that it should and must be the creed of liberty, of agriculture, 
of the citizenship of America—we shall have advanced the 
happiness and contentment of our people a hundredfold; we 
shall have placed democracy upon a broader foundation and 





have mounted higher in the scale of civilization.” To this 
ideal, insurance in all its branches has been responding for 
years—it is now responding with its characteristic zest as never 
before. 
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THE DEVIL’S MASK 


By Mary Krinessury DopcE 


T was only a few days before Christmas. We 
were in the smoker on the New York Central 
to Albany, and the usual discussions were on 
—the final windup of the big league games, 
the latest war news, the markets and what 
was doing in steel; and finally, the conversa- 
tion centered on credits and the value of life 
insurance in modern business. 








“Always think of it at this time of year, 
anyhow,” said the man from New York, “and it’s a mighty 
interesting little story that I happened into, somewhere about 
the middle of it, to be sure, but we’ve talked it over a good deal 
since, all of us, and I feel as if I had been in it from the first. 

“It was pretty cold weather down in Maine, I remember, 
but Uncle Jim Brackett had gone to town and got that letter. 
You see, they were ‘Uncle Jim’ and ‘Aunty Prue’ to everybody 
for miles around. Their big house on the hill was more than 
a hundred years old. The Bracketts had always owned it, and 
| should not wonder if three or four generations of them must 
have told stories around the open fire. You never saw such 
roaring fires as they could get up there; why, the chimney is 
ten feet square at the base. Such feasts, too, as they used to 
have! Neighbors told me that. I guess there never was a 
week in the old times—not so far back, this, either—when the 
brick oven was not heated and every kind of pie you could 
think of put in on the long-handled wooden shovel. Ever 
see one of them? There would be fruit cake and pound cake 
and Indian pudding and tarts and 

“Gee whiz!” groaned the fat man. “Don’t, what’s the use 
of riling up a fellow so?” 





“Well, you see, Aunty Prue had a New England conscience 
about hospitality. But this was all before Uncle Jim went 
security for a friend. Now the farm was mortgaged for all 
it would carry. They had to let all their fine Jerseys go, 
one by one, for interest, and, excepting Starlight’s, all the 
horses’ stalls were empty. Starlight was young Jim’s horse, 
and Jim was their only boy. Handsome fellow he was, too, 
and winning; why, everybody loved him; I did myself, the 
minute I set eves on him. He was at work down in New 
York now. Must have been pretty tough for the old folks, 
used to everything so free, lots of company, young Jim at 
home and the house ringing with fun and music. But Uncle 
Jim kept his cordial smile, and, you may be sure, in Aunty 
Prue’s eyes there was no shadow when she looked in his face. 
Somehow, too, it didn’t seem a bit lonesome to anyone even 
when there was no one but the two. He was so big-hearted 
and cordial, and there was something so cheering and sweet 
about the little woman, it made the whole big house seem 
warm and kind, 
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“This night I speak of, Uncle Jim was later than usual 
and Aunt Prudence was just beginning to be anxious when 
the jingle of sleigh bells brought her to the window.” 

“T can just see it all,” mused the New York man, “They’ve 
told me every little particular.” 

“She stood there waiting ’til the sleigh swept across the 
band of light on the snow, a big mittened hand was lifted in 
greeting and the littke woman turned back into the warm, 
cheerful room to put a finishing touch to the tea table set 
for two and standing well in the glow from the open fire in the 
big living room. She raked the potatoes from the ashes, set 
the tea steeping on the hot hearth, and slipped the slices of 
bread into the long-handled toaster set up before the red coals. 

“All her little preparations were quite finished, and yet the 
master of the house had not come in. Bedding Starlight more 
carefully, perhaps, since the night was so cold. What a pet he 
did make of the horse, to be sure! But in the gloom of the 
big barn, the lantern shining on Starlight’s beautiful head and 
reflected in her wistful eyes, big Jim stood, his arm around 
her neck, and he told me there was no question but she knew 
he was in bitter trouble. One hand in his pocket held the letter 
crushed tight. 

““T can’t tell her. It would kill her sure. She mustn't 
know it. Her Jim! her baby! Our whole hope in life! Oh, 
God, help me! What shall I do? She shan’t know it. I'll 
lie to her first.’ 

“And then, with a groan that set the mare’s small ears to 
quivering, he stamped out of the hay-scented barn, through 
the long series of carriage house, tool house, wood-shed, 
through the spacious old-fashioned kitchen, to where Aunty 
Prue stood in the glowing doorway. 

“Why, Pa Brackett! What’s kept you so long? Come 
right straight in to the fire. Why, you're cold as an iceberg !"— 
and she stood on tiptoe to kiss him. ‘Set right down here and 
I'll have you all het up in a jiffy. Got any letter from Jim? 
But, Law, of course not, you’d a told me the first thing. There 
now, your tea’s all hot and here’s a bit of herring I slipped on 
the coals. You always was a master hand for broiled herring 
of a cold night.’ 

“And so she chirped on, serving him with loving little 
pats and touches that, he said, seemed as if they would choke 
him, though he would not have been without them for any- 
thing. But it seemed to him she was more fragile than ever, 
with her birdlike ways. She could not long be kept in 
ignorance. He groaned aloud, coughing at once to cover it. 
‘Seems ’s if the frost is gettin’ in my pipes, mother.’ And he 
laughed aloud ; but I guess it didn’t sound very natural. 

“*An’ you ain’t eatin’ a mite. Never mind, a cup o’ boneset 
tea ‘Il make that all right. I'll get the boneset this minute if 





you'll spare the candle.’ And glad of any excuse for silence, 
he let her go. He only waited until the door closed behind 
her and then tossed his untouched supper behind the back log. 
‘She shan’t have that to worry about, anyhow,’ he said. Then 
as he heard her light foot climbing the attic stairs, he laid a 
crumpled letter on the fire. He watched it anxiously, hold- 
ing it deep in the coals with the tongs, until the paper burst 
into flame, then with the wing that hung at the chimney side 
he swept the blackened bits carefully into the ashes and sat 
gazing miserably before him. He was trying vainly as before 
to find some way out of this awful trouble. ‘O, God! Father 
whom I have trusted, show me,’ he whispered. And I guess 
He did. 

“He could hear through the open doors her movements in 
the attic. Say, did ever any of 
you fellows get into a New 
England attic?” the New York 
man interrupted himself to ask. 
“Greatest place I ever saw— 
strings of red peppers, braids of 
silver onions, bunches of gray 
sage, and wormwood and bone- 
set and pennyroyal, and ears of 
wrinkled sweet corn, the husks 
turned back. Uncle Jim knew 
them all. ‘He must plant a 
good deal of popcorn next 
spring, Jim liked it so much. 
Jim! How could he forget ?-— 
and then, of course, the awful 
round began again. ‘Could he 
not raise the money? Was 
there no way out? He could 
not ask more than had been of- 
fered—forgiveness and a new 
chance if the money could be re- 
placed. But two thousand dol- 
lars! There was no hope— 
none. Poor little boy! He 
could not have meant to do it. There was some monstrous 
mistake. 

“He had always looked to mother for comfort, he told me, 
and now he looked up longingly as she came in and set the 
-arthen pipkin down between the andirons, with a smile at him 
and an approving nod at the empty plate. For the first time, he 
said, there was no comfort there.” 

“But what about Jim? You don’t get along with your 
story much.” It was the boy in the corner who asked. 

“No, I know I haven’t been in much of a hurry to get to 
that part of the story; but, after all, it isn’t a bad thing for a 
young fellow like you to hear, maybe. Jim told me part and 
the detective finished it out—awfully nice fellow, that; loved 
Jim, too, like all the rest of us. 

“It was on the third floor of a lodging house in New York 
that they were, Jim and the detective that very night, and Jim 
just paced the floor. He had been two days and nights with- 
out sleep or only a few minutes’ unconsciousness from utter 
exhaustion, followed always by this ceaseless tramp, until the 
detective, who never left him, feared for the reason of the boy 
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and watched him more and more vigilantly. All suggestions 
of food he declined, but always with an effort to seem grate- 
ful, and his mind traveled with his restless feet, and always 
he was at the farm. 

“Tt was early morning, and he was following the cows as 
they wound their way through the dew-drenched clover to the 
brook, Juno, queen of the herd, at their head. There was one 
morning when a sparrow, shrilly crying, flapped as if with a 
broken wing across his path, trying to lure him from her nest 
near the flat rock. But he found it under the four-leaved clover 
and marked it well. Funny he could never find it again! Were 
there four or five eggs in it? How cool it always was there at 
the brook—how clear the water was where it went dark under 
the little bridge! Nice to sit there, too, while the cattle drank 
and watch the purple dragon 
flies go skimming about. What 
big, blazing cardinal flowers 
blossomed on the banks! 
Mother always liked to have 
him bring her the cardinal 
flowers. ‘‘O Mother!” he 
sobbed, and looked up startled, 
lest the cry should have been 
understood. But if the detec- 
tive knew he gave no sign. This 
was no easy thing for him to 
watch, he told me, though he 
had seen much that was dis- 
tressing. 

“The boy threw himself upon 
the bed at last. Back at the 
farm again. How sweet and 
dark and silent the north woods 
were! If he could only stretch 
out on the soft, cool moss there 
among the ferns and sweet 
bayberry bushes, it seemed to 
him he could sleep, but here all 
was so noisy and his eyes were 
so hot. He remembered how his mother taught him how to 
find the trailing arbutus under the leaves, and the partridge vine 
and wintergreen. They used to come home, hand in hand, with 
great garlands of the creeping ground pine, and, as if he must 
escape these maddening thoughts, he sprang from the bed so 
suddenly that the detective slipped in front of the open window. 

“*You needn't be afraid of that, Smith,’ said the boy gently ; 
‘I think I shall spare my mother that, at any rate,’ and he took 
up his walk again. 

“How had this trouble come about? At times he seemed 
almost to forget, he was so busy with his thoughts of home. 
There had been a letter from mother, he remembered, and 
she wrote about father’s dread of losing the old home, of see- 
ing it pass out of the family, and that of late father was fail- 
ing very fast, and that, after he read that, it seemed to him 
there must be some way for him to help, not slowly in the lit- 
tle bits he was trying to lay up, but by some splendid gift that 
should clear away the mortgage at once. That just at that 
time, when he was so full of anxiety, came what he thought 
was a good tip on some war stocks that were bound to rise in 
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value. It was a sure thing. There was no manner of doubt 
of it. He had been saving carefully for a big lift for his 
father on his promised visit at Christmas, just week after 
next. He would invest this money and double it—yes, in- 
crease it more than that, enormously; why not? Others did. 
His employer had made much in the same way, he knew; and 
this was so sure. He could fairly see the joy in his father’s 
face as he laid the check in his hand. He had invested his 
earnings. The stocks were active, but the day of all days they 
began to decline. He was called for margins. He had taken 
some of his employer’s money (for he had risen to a posi- 
tion of trust and handled large sums), but the depression was 
only temporary, he had assured himself; he could easily re- 
place it. But the stocks had 
gone down, down—every penny 
had been swept away. 

“He wished he did not have 
to think of this, it was all so 
terrible. Everything was ter- 
rible. The thought of home, 
which ought to be pleasant, 
was worst of all. He knew his 
father must know by this time. 

“His employer was unneces- 
sarily stern, he thought, when 
he told him that, for the sake 
of his father, if the money 
could be made up by Wednes- 
day, the embezzlement—he 
called it that, yet he must have 
known he did not mean to steal 
—would be overlooked. If not, 
the law must take its course. 
But that was foolishness. His 
father could not raise the 
money. It was Friday already. 
There was no hope—none. If 
he could only see his mother a 
little while, she would not be hard on him; she would under- 
stand. He dropped upon the bed, his hands over his eyes. 

“Tt is evening now at the farm, everything is so quiet and 
peaceful. Shall he ever know peace again? The swallows 
are swooping and circling and darting, their little ones chirp- 
ing in their mud nests under the eaves of the big barn. Under 
the honeysuckle-covered porch his mother sits, softly sing- 
ing to herself. Twilight dims everything. The outline of the 
distant hills is soft and gray, yet still Old Blue lifts his great 
head against the faint color in the evening sky. What a sleepy 
song that is his mother sings !— 


‘Unto the hills mine eves I lift— 
Whence all my help.’ 
“And the detective sat motionless, not daring to move hand 
or foot for fear he should wake the boy.” 
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“And here is where I come into the story,” said the man 
from New York, briskly. “You see, as I said, the other part 
[ have picked up little by little from what one and another 
has told me, but pretty much all of the rest of it I was in 


myself. 





UNCLE JIM LAID THE CRUMPLED LETTER ON THE FIRE. 
SHAN’T HAVE THAT TO WORRY ABOUT,’ HE MURMURED 
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“T happened to be down in one of the little towns in Maine— 
no use mentioning names; I was sitting in the bank talking 
to the cashier when a man came in who interested me at 
once. He held some conversation with the cashier and went 
out. Not much in that, certainly; but somehow the man 
attracted me. After a moment the cashier said, thoughtfully : 

“*T wonder what’s the matter now with Uncle Jim,’ and 
without a pause he went on to tell me of the mortgage and 
Uncle Jim’s struggle to get along. ‘They have kept up the 
interest all right, I know, but now he wants to borrow two 
thousand more. I can’t understand it. Of course, I couldn't 
lend two thousand without security. I hope young Jim isn’t 
in any trouble; fine young fellow as there is in all this region; 
looks just like his father— 
same good, honest eyes—and 
the greatest mother boy you 
If Jim has gone 
a 


ever saw. 
wrong the devil has worn 
better mask than common to 
lure him. Must you go? Well, 
so long.’ 

“Now | don't think I 


usually one of those folks who 


am 


go around setting everybody 
straight and getting themselves 
cordially it; but, 
somehow—I can’t to this day 
tell why—I made up my mind 
to find out, if I could, without 
what this 


hated for 


being impertinent, 

man’s emergency was, and if 

there was any way out. I was 

going to help him to it—felt, 

I guess, a good deal as I should 

if I had seen a woman in some 

___ money trouble; he looked just 

cy about as helpless and innocent. 

Besides, I had a little tod of my 

own at home, and mistrusted—but never mind, we'll get on 
with the story. 

“T had no difficulty in finding Uncle Jim; he stood a good 
head above anyone else on the street. I managed to meet 
him face to face and hurried forward with a grin, my hand 
out. ‘Pardon me, but isn’t this Mr. Brackett? I can’t be mis- 
taken, I’m sure. Jim’s the image of you. My name’s Fletcher, 
from New York, friend of Jim’s, you know.’ ‘ 

“What? Yes,” said the New York man thoughtfully, “it 
was pretty brash—that’s a fact; but it was true. If ever Jim 
had a friend, I was the man—you wait and see. Well, it was 
good to see the man’s face light up, never doubted me for a 
minute. I hurried on to explain that my business was all 
done, but as the next through train for New York did not 
leave until night I was stranded there for several hours. 

“*Then you'll come right home with me’ (took me right 
into his heart, you see), shan’t take no for an answer. Why, 
mother would never get over it if I missed the chance to bring 
one of Jim’s friends home. Only boy we have, you see;’ and 
the fine old face was all a-quiver; guess he’d kind o’ forgot his 
trouble for a minute, and then it hit him harder than ever, 
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“Well, that was a ride to be remembered. Starlight was 
a thoroughbred and no mistake, fleet as a swallow, a word to 
start and a word to stop. She was Jim’s colt, you know; Jim 
broke her, she had never felt a whip, wouldn’t know what ti 
meant. Everything on the road reminded him of Jim. Re- 
mind! I guess he didn’t need that. But Starlight was reeling 
off the miles and I wasn’t getting any nearer anything but the 
house, and I didn’t see how I was going to, either; still, I was 
pretty sure by this time where the trouble was, and I just 
waded in. 

“*What’s the news from the boy, Mr. Brackett? I haven't 
seen him for a week or so; been out of town, you know?’ Well, 
he choked and stammered, and then he stopped the mare right 
in the road and between great sobs that seemed to tear the 
very heart out of him he told me the whole story, and, if I 
live to be a thousand years old I shall never forget it. We 
were right in the midst of the woods, and it seemed as if we 
were alone in the world. On both sides of the road, as far 
as you could see, big, towerin’ trees, oaks and maples a hundred 
or two years old, I reckon—looked so, anyhow—all bare and 
stern and hard as if they had seen so much of the troubles of 
folks, Indians and things, that they had got over carin’, and 
all in between, black firs and spruces and hemlocks—centuries 
old, too—big boughs bendin’ to the ground with snow, and all 
underneath white and cold, not a footmark. Different in 
summer, I s’pose, with the jolly little birds and the squirrels 
skylarkin’ around, but that mornin’ it was the solemnest place 
I ever got into, and there was the broken voice goin’ on. The 
mare stood as if she was made out of bronze, all except 
her ears. 

“*And haven’t you got anything that can be turned into 
money? No securities at all? No notes?’ ‘Nothing.’ ‘But 
didn’t you ever take out an insurance policy?” You see I was 
at my wits’ end. ‘Oh, yes; a five thousand dollar endowment, 
a fifteen-year policy; but then, you see, this mortgage had to 
be put on the place and I couldn't keep up the payments; had 
to let it go. Jim, he was goin’ to keep it up, but I guess he 
couldn’t; sent it back to me three years ago this comin’ Christ- 
mas. No; there’s no hope.’ 

“*Have you got it yet?’ I was going to hang onto any- 
thing. Yes, it was in his desk along with a lot of old papers, 
he said; guessed he could find it, but it wasn’t any good. Still, 
even the telling of his troubles was evidently a little relief for 
the moment, and for the rest of the ride he tried to point out 
things to interest me, but you could see his heart wasn’t in any- 
thing. As we came up the rise on which the house stood, he 
said cautiously, ‘Mother doesn’t know a word of this, no need 
—yet.’ 

“The sweetest little woman you ever saw came to the door; 
sunshine all round her, blue eyes smiling. But pshaw! I can’t 
describe her; same as your mother.” 

“I know,” said the young fellow in the corner, softly; 
“only she had brown eyes.” 

“When Mr. Brackett told her who I was she came right out 
on the door step. 

“*A friend of Jim’s? Now ain’t that just wonderful? 
When I was just thinkin’ of him, too. Why, it’s almost as 
good as seein’ him—ain’t it, father? Come right in to the fire. 
Father, you hurry! He never will come in ’til he’s fixed Star- 
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light up all comfortable. Jim’s horse, you know.’ And so 
she went before me into the living room, fluttering about me 
there with eager attentions—to take my hat, my coat, to draw 
the most comfortable chair before the fire, and all the time 
asking questions about Jim! How long since I had seen him, 
and was he working hard; she was so glad he was looking so 
well and handsome. Well, yes, Jim was handsome, even if 
she did say it as shouldn’t, was from a little baby, so strong 
and brave, but I was to tell him he must not fail to come at 
Christmas; they were just livin’ on that. And then she came 
close to me and spoke pretty low: she was worried about father 
—I mustn't frighten the boy—but sometimes she was a good 
deal worried about father, and then we heard his step and she 
slipped away to see about the dinner. By this time I had 
about made up my mind to try and raise the money if the 
policy was no good.” 

“Fool if you did!” said the prosperous man in the tweed 
suit. “Lay you anything you got left if you did.” 

“T would if I had to borrow it, by hen,” said the seedy 
man, irritably. 

The New York man smiled. I want to see that policy, 
Mr. Brackett,’ said I, as cheerfully as I could, as soon as he 
had warmed his hands a little over the blaze. ‘Somehow, I’m 
pretty hopeful about it.’ He shook his head as we moved to- 
ward the brightly polished old mahogany desk—fine piece of 
furniture, twisted legs, brass handles—took it all in at a glance, 
I suppose, but it was not until afterward as I thought it over 
that I seemed to notice these particulars. He opened more than 
one drawer before he found what I wanted, but it was there, 
yellow with age, and in the original envelope. You see how 
ignorant of business he was, for there, attached to the en- 
velope, were the receipts. I didn’t breathe, it seemed to me, 
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until I had gone over all of them. They were all there, up to 
date; yes, sir, every one of them. Evidently Jim had paid the 
premiums and attached the receipts to the envelope each year 
on his visit home at Christmas time. Just like him not to men- 
tion it. Didn’t, either of them, know a thing about Joan 
values. 

“T got sort of blind about that time as I looked at the hope- 
less, patient face of the man I was going to make so happy; 
for it didn’t take more’n three minutes to see that all was 
right and to do a little figurin’. But I didn’t hardly know how 
to tell him, he looked so weak as he sat there gazin’ into the 
fire, his old white head restin’ on his hand. 

‘Well,’ I said, in as matter of fact a way as I could, ‘this 
is a whole lot better than I hoped, Mr. Brackett. In this old, 
useless policy of yours, according to the schedules of Loan 
Values which you see on the base of it, the company agrees 
to loan you four thousand, three hundred and seventy-five 
dollars, in consideration of the number of years’ premiums 
which have been paid. You see, Jim kept his word, God 
bless him.’ ” 


“Christopher!” said the young fellow in the corner. “Gee! 
but that was good.” 

“Bully for Jim,” said the traveling man. 

“Yes,” went on the man from New York, “and the surprise 
of it brought him right onto his feet, dizzy a bit for a minute 
you could see, and then—well, sir, you've seen the sun break 
through the blackest kind of clouds—just shine right through 
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and flood everything with a sort of glory? It was just like 
that. ‘It was Jim did it’ was all the poor, tremblin’ lips could 
whisper—and then, ‘Why, we can pay off the mortgage, too. 
Mother! Come! Jim’s friend here! You tell her; I don’t be- 
lieve I can.’ 

“And so, with his arm over my shoulders, I told her that 
her husband’s policy that he thought was no good at all was 
good enough to pay off the mortgage and leave them a little 
margin, and all through Jim’s faithfulness in keeping up the 
payments. She didn’t seem so much surprised as she did 
happy, clear through happy; just came up and put her tender 
old arms around her husband’s neck. ‘You won't have to worry 
a bit more, will you, Pa? Oh, isn’t Jim the best boy that ever 
lived? And then that grand old fellow lifted his hand above 
our heads and thanked God for 
this deliverance, and he begged 
His pardon that he had ever 
doubted, and pleaded with Him 
to stand close by their precious 
boy that day, and then the hand 
was laid upon my head as he 
asked the richest blessings for 
Jim’s friend. I tell you T can 
feel it now.” 

It was the fat man who 
spoke first, “You mustn't for- 
get to tell us about the dinner. 

“Oh that dinner, now,” and 
the New Yorker laughed; “1 
don't believe any of us knew 
what we were eating—I didn't, 
for one. We laughed and 
joked, and Jim’s mother told 
me the funny little things Jim 
used to say when he was a kid. 
Guess we were all a little high- 
strung. And then Uncle Jim 


went to get the mare out again WE PROCEEDED TO NEGOTIATE A LOAN: ON THE POLICY 


—for we had to get to the bank 
and Jim’s mother made up a little bundle for me to take to 
him—seed-cakes they were. Jim was a master hand for seed- 





cakes, and I was to tell him the caraway came from the bed 
he planted under the north window. Then she put in my 
hand a pair of wristers—red and black, they were. ‘I finished 
them last night for Jim’s Christmas,’ she said; ‘but I can knit 
another pair for him, and I want you to have these. Your 
coming has meant a lot to us.’ ” 

“And did you wear ’em?” asked the dude, with just the sus- 
picion of a sneer. 

“Did 1? Well, I should say! She keeps me supplied every 
and he 





blessed Christmas; couldn't get along without ’em” 
shoved back his cuffs to show them. 

“Well, we finished up everything we could that afternoon ; 
went to the bank, and my friend the cashier gave me a letter 
to take to the insurance company, which I should be able to 
get to them by Monday morning. The company confirmed my 
figures and wired the bank at once. Mr. Brackett telegraphed 
the money Monday afternoon to Jim’s employer. I had had 
a little talk in the forenoon with him, and he came himself to 
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see the boy. I happened to be there when he came in, and 
Jim wouldn't let me go; just held onto me. 

“*We'll wipe this all out, Jim, my boy,’ he said, as Jini 
stood up all white and trembly, his eyes looking as big as 
saucers on account of the dark circles round them; ‘I guess 
the lesson is learned. First thing, you’re going down to the 
farm for a week or so. Does that suit you? And then we'll 
make a new start in the old place. No; don’t say a word,’ as 
Jim tried to speak. ‘I know all about the mortgage, too. It 
was a pretty sharp temptation—worse because the devil wore 
the mask of unselfishness—but it’s over now. You can catch 
the evening train yet—can’t he, Fletcher? Oh, by the way, 
thought you might be short of change. Brought you a little 
for your expenses; pay it back if you want to, later; time 
enough for that. You're to get 
your supper in the diner, 
though; no time here. Love to 
your father and mother; knew 





‘em years ago; proud of it.’ And 
he was off like a shot; seemed 
as if he was afraid Jim was 
goin’ to thank him or some- 
thing ; needn't have been afraid, 
though; Jim just stood kinder 
shakin’, lips so dry he couldn't 
say a word.” 

“Wasn't such an old hunks 
after all, was he?” said the fat 
man. 

“Go on,” said the young 
fellow in the corner; “tell us 
about Jim’s visit home.” 

“Yes. Well, Jimmy told 
me some about that visit; a 
deal he couldn't, you know. 
Guess he did a good deal of 
thinkin’ on the way down, from 
what he said. Said he stepped 
right into his father’s arms 
when he got off at the station next evening; said he felt for a 
minute as if he never wanted to get out of ‘em; felt somehow 
as he did when he was a little feller and afraid of the dark; 
didn’t either of ‘em say a word; then his father laughed 
sorter trembly. 

“Starlight can't hardly wait,’ he said; and then Jim said 
he hugged Starlight, and she got her nose inside his coat and 
and tried to crawl in all over. And they laughed as if it was 
the best joke out; and then Jim took the reins and the mare 
just laid the miles behind her, and Jim told me it seemed to 
him the bells made the sweetest music he ever heard, and all 
the time his father’s arm was round him. They didn’t talk 
much; just understood without it, I reckon. Once his father 
said, ‘It is a great thing to me, Jimmy boy, to know that the 
farm is safe; I have you to thank for that, my son.’ And when 
poor Jim started to speak, “Yes, yes, my boy; don’t interrupt 
me; always a comfort, always’—just wouldn't let him talk, 
you see. Then just before they got to the house his father 
said, ‘Your mother doesn’t know anything about your trouble, 
dear.’ 
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“*That won't do, father,’ says Jim; ‘couldn’t sleep to-night 
if I kept it from her.’ And then all of a sudden they were at 
the door, and there his mother stood, her arms stretched out 
just hungry for her boy. But when she got him into the light 
I guess I pretty near lost all my reputation for truth. But I 
believe women kind o’ like to have you just a little sick so they 
can fuss over you all they want to. And Jim said afterwards 
he got a new idea of heaven that night. 

“But she made him go to bed early. She must light him up 
to his room, she said; and there was a fire just roaring up the 
chimney—Uncle Jim saw to that—and there was the same 
braided mat on the floor in front of his bed, and the same 
four-poster with the top of each post carved into a pineapple, 
and there was his string of birds’ eggs over the table, and the 
little kickshaws he’d picked up in the woods and places, just 
as he'd left them on the shelves. Told me it made his throat 
feel funny when he thought what a jolly little chap he used to 
be. And when his mother said, ‘T’ll come up and get the candle, 





dearie,’ he remembered that always was the time for his 
confessions, 

“So as she sat there on the side of the bed, his hands in 
hers, he told her everything—the trouble and the shame. Said 
it wasn’t a bit hard, just the biggest kind of a relief. I don't 
know much that was said—you can guess, maybe.” 

“TI can, anyhow,” said the boy in the corner. 

“Yes,” said the New York man, “I know she took him, all 
she could get of the big, broad-shouldered fellow, in her arms 
and kissed him and called him her poor lamb, her poor, poor 
baby, and pitied him because he had suffered, and over and over 
she told him he was their greatest blessing, their comfort, and 
he must always remember, always, that he had saved the farm 
—and father; he must never forget that. And then she kissed 
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him again and tucked him in and kissed him, ‘just once more 
for goodnight,’ she laughed. 

“Jim told me he didn’t know another thing until he opened 
his eyes to see the sun shining into the windows, and there was 
the cheerfullest kind of a fire snapping on the hearth; and his 
mother—and he said her face was like the face of an angel— 
smiling down upon him.” There was a pause. 

“What I want to know is,” said the prosperous man, “Did 
the old man ever get his money back ?” 

“Tf you mean Jim’s father,” said the man from New York, 
“ves, sirree; every red cent of it. I tell you, now, Jim’s 
made good.” 

“By the way,” said the New York man, drawing a letter 
from his pocket, “here’s an invitation to spend Christmas with 
the Bracketts at the farm; bring my wife and the boy. Regular 
old-fashioned time, near’s I can make out ; everybody for miles 
around comin’, and Jim’ll be there—good, old Jim. What! 
Going? Well, I should smile! Sure thing, if nothing happens.” 

“Ceesar’s ghost!’ groaned the fat man, “think of the brick 
oven and the pies! What bloomin’ luck some folks do have!" 

“T believe I'll get my mother a policy for a Christmas 
present,” said the boy. “It saved folks at the farm, didn’t it ?” 

“Yes,” said the man from New York. ‘You see, most 





people take out insurance purely for protection for those they 
love, in case of death, not once thinking of the unheard-of 
possibilities of trouble in a dozen forms in which they, them- 
selves, or those dear to them, may need just the relief that suc 
a policy provides.” 

“All out for Albany, gentlemen!” said the porter. 
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RATE-MAKING FOR WORKMEN’S COMPENSATION INSURANCE 
By A. W. WuitNeEy 


General Manager, National Workmen’s Compensation Service Bureau 


y|ROBABLY the most interesting developments in 
workmen's compensation insurance recently have 





been made in connection with the problem of rate- 
making. This was to be expected from the nature 
of things; workmen’s compensation insurance represented 
a radical departure in the form of coverage against liability 
for work injuries. The rates which were originally devised 
and the underwriting procedure by means of which they were 
applied were therefore necessarily based largely upon judg- 
ment; this was reinforced by experience with similar problems 
under employers’ liability insurance and the statistics in con- 
nection with workmen’s compensation insurance abroad, but 
the employers’ liability experience was of little value because 
of the inherent difference between the two forms of insurance. 
With the establishment of workmen’s compensation consider- 
able volumes of actual experience have become available and 
underwriters have had an opportunity to study the require- 
ments of the new insurance, As light was thrown on the prob- 
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lem from various angles, it became possible to revise the 
original rating plans and procedure on the basis of adequate 
statistical information and with an understanding of the un- 
derwriting problems to be solved. Much has been accom- 
plished within a short period of time. The evolution of rating 
procedure has been rapid. Present methods are quite different 
from those which were originally devised. Still there is much 
that must be done before workmen’s compensation rate-making 
can be said to have reached a high degree of perfection. At 
this stage, therefore, it will be of interest to take stock, so as 
to ascertain just what has been accomplished in the solution 
of the rating problem. 
With this idea in view there are several points to be em- 
phasized. When workmen’s compensation insurance was in- 
troduced, there was naturally no experience in this country; 
foreign experience was, therefore, resorted to. Some use was 
made, also, of experience under workmen's collective policies. 
3ut experience derived from these sources was at best only 
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of value in a general way because of the unique characteristics 
of the new form of insurance and because there was no as- 
surance that the conditions surrounding the development of 
workmen’s compensation insurance in this country would fol- 
low those of foreign countries. It was soon realized that the 
right sort of statistical information was indispensable to the 
establishment of proper rates. From the first the statisticians 
of individual companies were interested in the accumulation 
of reliable statistics, but it shortly became apparent that the 
problem was one that could be adequately solved only by 
co-operative effort, and it was not long before the National 
Workmen’s Compensation Service Bureau, through its statis- 
tical committee, had devised a comprehensive plan for the 
uniform compilation of workmen’s compensation statistics. 
Committees for a similar purpose were formed by other agen- 
cies, as, for example, the International Association of Indus- 
trial Accident Boards and Commissions. Not only has each 
of these committees performed valuable service in developing 
workmen’s compensation statistics along right lines, but there 
has been active co-operation between them, and as a result 
the data with reference to workmen’s compensation have been 
standardized and statistical procedure has been developed to 
a high degree of efficiency. At the present time loss experience 
in considerable volume is being collected, which, added to that 
already compiled, will give a spread sufficiently large to make 
it dependable. 


ScIENTIFIC BAsis OF RATE MAKING 


In addition, extensive accident analyses have been provided 
for; but while far-reaching statistical methods, dealing with 
accident analysis, have been introduced in the various com- 
pany offices, it has been impossible to date to collect and com- 
bine any considerable volume of this information. One of 
the most valuable developments of the statistical situation will 
be accomplished when this accident analysis information is 
brought together and tabulated. For in this information lies 
the basis for a much more accurate determination of many 
phases of the rating problem, 

A second feature has been a movement toward co-opera- 
tion. The first manuals were produced by the National Work- 
men’s Compensation Service Bureau, an organization limited 
in membership to stock companies. As the principle of work- 
men’s compensation was taken up by the States, there was a 
tendency toward the organization of separate State bureaus, 
comprising in their membership all the insurance carriers 
transacting this form of insurance within the respective States, 
whether stock companies or otherwise. Rate-making as a na- 
tional centralized movement was threatened. but at the 
psychological time when it became apparent that such pro- 
cedure, if carried to its logical conclusion, would result in a 
serious duplication of work and expense, the situation was 
saved by a co-operative effort that led to the organization of 
the Joint Conference on Workmen’s Compensation Insurance 
Rates. This was 1915. Since that time the problem 
has been handled, more or less the vari- 
ous committees which have followed the Joint Conference. 
To-day a high degree of uniformity is maintained by the Na- 
tional Reference Committees. The membership of these com- 
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mittees is made up of representatives of stock and mutual 
companies and State funds and the work of the committees 
is conducted under the auspices and with the direct super- 
vision and co-operation of the insurance departments. The 
spirit of co-operation has been excellent, and the fact that it 
exists and that the seemingly divergent views of the different 
forms of insurance carriers can be merged for the common 
good of all augurs well for the scientific development of the 
rating problem. 

The third point is closely allied with the second. With 
increased co-operation and the consequent treatment of the 
rating problem as a national one, there has grown up the be- 
ginnings of an actual theory of workmen’s compensation in- 
surance. <A start has been made with the development of a 
mathematical theory of experience rating. The remainder of 
the problem as well is being standardized as rapidly as possi- 
ble. This is a wholesome development ; for, with the reduction 
of the problem to formule, the basis of rate-making will be- 
come more and more firmly established. 


RELATION BETWEEN ACTUARIAL AND UNDERWRITING 
PROCEDURE 
What is true of the actuarial phases of the problem is true 
also, in equal degree, of underwriting procedure. Under- 
writing in workmen's compensation insurance is being de- 
veloped much more highly than in any other form of casualty 


insurance. The classification of risks is becoming more 
accurate. The knowledge of industrial processes and hazards 


which is necessary to qualify a person for the position of un- 
derwriter is considerably greater than was the case under 
employers’ liability insurance. Recently there has been a 
greater willingness to face and solve some of the more diffi- 
cult underwriting problems; for example, the problem of the 
prohibitive risk is being solved in some measure by the Asso- 
ciated Companies, which have recently announced that they 
will write, in addition to coal mines, a number of other classes 
of risks which heretofore have been practically uninsurable, 
and individual companies have shown greater initiative in tak- 
ing care of these risks. 

The last point which may be mentioned is the extension of 
the principle of State supervision and control. 
peculiar nature, workmen’s compensation insurance has al- 
ways been subjected to a certain degree of regulation and 
supervision on the part of State authorities. At the present 
time there is some form of regulation in nineteen States. This 
regulation varies from a prohibition to combine for the pur- 
pose of rate-making in what is practically equivalent to the 
determination and promulgation of rates by the State authori- 
ties. 

A very wholesome tendency is to be noted in the co-opera- 
tion that exists between supervising State departments and 
insurance carriers in the work of the National Reference 
Committees. State officials act as chairmen of these, and the 
sub-committees and the problems of rating and underwriting 
are worked out together by those who are to make use of 
the rates and those who are to supervise their use. 

The rating situation in the Workmen’s Compensation field 
is well in hand. It is safe to say that no other form of in- 
surance has made so much progress in such a short time. 


Because of its 
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THE INSURANCE JOURNAL FROM AN EDITOR’S STANDPOINT 


3y C. Harotp WarTerBurY of THE SPECTATOR Staff 


N such a business as insurance there is so much 
humanity that it is hardly possible to compre- 
hend its significance without a willingness to 
thoroughly understand its activities, its pur- 
poses and its attainments. Insurance has many 
loyal friends who are generally counted among 
those who have thorough knowledge of its prin- 

ciples and practices, but for the most part they have not en- 

lightened the public on fundamentals, which, for this reason, 
are regarded as some sort of mystery. Hence it is that when- 
ever a criticism of the insurance business, particularly an 
adverse criticism, is made, the answer generally is: “You 
don’t know the business—it’s peculiar—you don’t under- 
stand it.” But the unfortunate thing is that there are, after 
all, so few persons in the business who thoroughly understand 
it themselves that defenses against adverse criticisms are gen- 

erally in the nature of hedging. The result is that there is a 

prevalence of misunderstanding of insurance on the part of 

the public that should not exist. 








POWER OF THE INSURANCE PRESS 


A most powerful and influential medium of education on 
the activities of the insurance business is found in the insur- 
ance press. by constant reading of the current news and com- 
ments of the leading insurance papers on the activities and pro- 
gress of the business, the insurance men who come in direct 
personal touch with the public are bound to give expression in 
proper terms to inquisitors who seek knowledge of events and 
practices of the insurance business,, It is as necessary for 
the man with the rate book in life insurance or in the field for 
any Other class of insurance to be informed on the events that 
occur in the business from day to day as it is for him to have 
knowledge of what is going on among the people in the com- 
munity or State of which he is a citizen or resident. 

To the person who does not care to be annoyed by the 
reading of the insurance journals one charge can be made. 
He does not care enough about the welfare of himself or his 
business to deserve any degree of success. He is the man who 
is not making the best of his opportunities and is permitting 
ignorance to do harm to the institution from which he derives 
his income. When legislatures see fit to inquire into the affairs 
of insurance, there is generally a considerable disturbance, be- 
cause most of the legislators are uninformed on matters per- 
taining to insurance. Much of the misunderstanding of the 
business of insurance could be overcome by a more thorough 
knowledge of its contemporary activities on the part of the 
men who are engaged in it. It should not be that one person 
leave it to his fellow man to keep the public informed. The 


man who does not care to read the insurance papers is one of 
these automatic-living beings who would only be stirred to 
action in the event that a large portion of the best minds in 
the business were taken out of it over night, and the chances 
are that the action to which he would be stirred would be com- 
plaint because he was dwindling away his life for the want of 
knowledge of what to do in his own line of business. 

The real question that should confront the insurance man 
is what insurance paper best serves his individual needs. There 
is as much need for a number of insurance journals as there is 
for a number of insurance companies in any one or all lines 
of business, No one journal could supply or serve the entire 
insurance public, any more than one insurance company could 
meet the needs of the entire insuring public. Just as one 
company regards one class of hazard as especially suited to 
its needs, so the editor of an insurance paper regards the news 
with respect to the interests of the readers. The function of 
an insurance journal is to serve its readers and advertisers by 
furnishing accurate news and information on current events 
in the business, together with intelligent comment and inter- 
pretation thereof and to educate its readers. 


GATHERING AND PRESENTING THE NEWS 

As it is the object of the insurance paper to assist and direct 
the business of insurance, it should be the aim of the paper to 
be a stimulant to those connected with insurance, inasmuch 
as the business is conducted by human beings and human 
beings are interested in news, getting and presenting news is an 
essential factor in an insurance paper, business progress makes 
the greatest strides where there is the most active personal 
co-operation, and from this it is evident that the personal fac- 
tor in business is by no means a dead issue, especially in 
insurance. 

Where this personal co-operation exists in business there 
is a man in man interest. Thus when two or three men en- 
gaged in the business of insurance get together and discuss 
matters, it is pretty certain that the topics of discussion fall 
within the category of news. As the executives, claim man- 
agers, actuaries, medical directors, inspectors, underwriters, 
rate makers and agents all want different classes of news, so 
the editor must make a selection of the news that is best suited 
to the clientele of the paper over which he has supervision. 
Then, again, there are papers which are essentially blanket in 
scope and cover all branches of the business, which requires a 
still further care in selection, 


The scope of an insurance paper should properly be national, 
as it is a national medium of news. Sectional papers waste too 
much valuable space in items of purely local character, which 
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give a provincial or rural atmosphere to the paper and do not 
report matters of any interest to the business at large and in this 
way really defeat the purpose of the insurance papers which 
should occupy the sphere of business building. Onesidedness 
in news is also a deterrent factor in the insurance paper. This 
is due to a lack of national perspective on the part of the editor 
who fails to properly weigh the news which comes before him. 
National items must not be neglected for local news. 

In order to get the news it is necessary for the paper to 
maintain a staff of correspondents in all the important centers 
of insurance throughout the country as well as in foreign 
countries. Personal contact on the part of the editors with the 
men in the business is another means of getting news and 
winning the confidence of the business. 

After the news is secured it is up to the editor to see that 
it gets proper display by being carefully written. The story 
must command attention when it is printed, The important 
thing is to get the story read and have it make an impression 
when it is read. It is not a dearth of news, but how much 
of it that will really take effect upon the readers, that gives a 
problem to the editor. For this reason it is better to have news 
stories more condensed and printed in large enough type to 
make a deep impression on the reader; it is more important 
to see that the reader gets large amounts of information than 
that the paper conveys a large amount of information, This 
is purely a typographical matter and largely rests with the 
judgment of the editor as to what size type face will accom- 
plish his purpose. 

From the standpoint of the editor’s chair there are many 
factors in the conduct of the insurance paper. Probably the 
most important place that he occupies with respect to the 
paper is that of guardian or keeper of the written word 
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which appears in his paper; he must guard against the trifler 
with the written word and adhere strictly to truth and ac- 
curacy; he must command respect for the written word over 
which he has charge. 

The ability to write in a simple and interesting way on the 
technical aspects of the insurance business without resort to 
mathematical formulae is another of his responsibilities. He 
must, by contact with the insurance business, be able to inter- 
pret the significance of current events in relation to the whole, 
and to reflect the opinions of the insurance mind. 

As an educational power, the insurance journal has a dis- 
tinctive place, a place that cannot be filled so well by any other 
medium of education. While schools and colleges are doing 
excellent work in teaching the business of insurance in an 
academic way, they can do little in the line of awakening pop- 
ular interest without constant reference to current events. To 
attempt to conduct an insurance course without reference to 
its current history would be as futile as a study of history 
without the use of contemporaneous literature, including diaries 
and journals. The insurance agent is generally conceded to be 
the most important factor in educating the public on insurance 
matters, and in turn he receives his unbiased and accurate 
knowledge from the columns of the insurance papers. 

An insurance paper to fulfill its mission must so serve the 
insurance business as to raise its standards of ethics and in this 
way facilitate the usefulness of insurance to the general public 
by the application of tried and recognized business principles. 
The insurance paper must have an editorial mind that is capa- 
ble of putting into effect the practical application of this idea 


of service. 


REVIEW OF 


7 ago, when curbstone inspection and rule-of-thumb ratings 
were in order, success in the business was won by in- 
tuitive sense of the burning probabilities on the part of 

the underwriters. 

In those days the conditions of the business differed very 
much from those obtaining at the present time. There were 
no specific rating organizations until the National Board of 
Fire Underwriters was organized and took up, to some extent, 
that duty, which it later abandoned. Even then the ratings 
were relatively crude when compared with the present-day 
ratings, which take account of almost innumerable items af- 
fecting a risk, favorably or otherwise. 

Under such circumstances, there was developed a group of 
fire underwriters who succeeded in building up companies, a 
number of which have survived and grown during the last 
half-century. 

One of the factors which 
changing the rating methods has been the inception and devel- 
opment of the schedule system. Great credit is due to the late 
Francis C. Moore, the former president of the Continental In- 


has been most influential in 
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FIFTY YEARS 


g N the good oid days of fire underwriting, a half-century 


OF FIRE INSURANCE 


surance Company, and his co-workers as members of the Uni- 
versal Schedule Committee, James A. Silvey, George W. 
Babb, and E. G. Richards, in producing the standard universal 
schedule for rating mercantile risks. This schedule has given 
much service, not only in its direct application, but as embody- 
ing the generic system from which numerous other schedules 
have been derived, and as a developer of ideas which have 
produced other rating plans. It is possible that the future 
may bring forth some more scientific and generally practicable 
method for rating fire risks, but the adoption of the universal 
and other schedules has already revolutionized rating as com- 
pared with the ways of fifty years ago. 

Since 1868 there have been many events of interest in the 
fire underwriting world, accompanying huge growth in the 
volume of business transacted, and a vast increase in the 
financial strength of the fire companies. One of the most out- 
standing features in the fire insurance world has been the de- 
velopment of the American agency system. While the Insur- 
ance Company of North America is given credit for having 
originated the plan of transacting business through agents in 
localities other than the home cities of their companies, it is 
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during the last half-century that this plan has reached its great- 
est scope. There are now probably one hundred thousand or 
more insurance agents in the United States selling insurance 


for companies providing all classes of indemnity. In the 
census year, 1910, the United States Government stated 


that there were then 88,463 insurance agents in the country, 
and the number has since probably increased to at least one 
hundred thousand. Of these, probably two-thirds are listed in 
The Insurance Year Book, 

Events which have imposed lasting impressions on the 
business include the great conflagrations which have occurred 
in this country. So far as their effects upon fire insurance com- 
panies are concerned, those listed below have been the most 
important, the year and property loss of each being given: 


1871—Chicago, IIll.........$168,000,000 1908—Chelsea, Mass. ..... $12,000,000 
1872—Boston, Mass....... 75,000,000 1914—-Salem, Mass........ 14,000,000 
1877—St. John, N. B..... 13,500,000 1916—Paris, Tex. ........ 7,000,000 
1892—St. Johns, N, F..... 25,000,000 1916—Augusta, Ga........ 5,000,000 
1901—Jacksonville, Fla.... 11,000,000 1916—Black Tom Island, 

1904—Baltimore, Md. 50,000,000 Jersey City 2.550. 11,000,000 
1904—Toronto, Ont. ...... 13,500,000 1917—Kingsland, N. J.... 12,000,000 


1917—Halifax, N. S...... 
(Also 2000 lives.) 


1906—San Francisco...... 350,000,000 2,000,000 


(Also 500 lives.) 
Following the Chicago fire, THe Spectator, on October 21, 
1871, issued a “Chicago Fire Supplement to THE SpecTaToR” 
as an extra number, and it then said that “few companies 
have failed as regards their policyholders, and those who have 
. suffered heavy loss were reorganized at once with less financial 
capital, perhaps, but with a reserve of moral capital and hon- 
orable prestige which will make their policies worth more than 
ever before.” It was then advocated that rates should be im- 
mediately doubled everywhere in the United States. Tre 
Specrator’s Chicago oftice was burned out in the great con- 
flagration. The Boston fire of 1872 had no serious effect upon 
the fire insurance interests, though, coming so soon after the 
Chicago fire, it found them in a somewhat weakened condition. 
By the time of the Baltimore conflagration, however, the 
companies had become so strong that very few of them, and 
only the smaller ones, were forced to cease business by that 
disaster. The San Francisco conflagration, in 1906, was a far 
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more serious matter, and many of the strongest companies 
were obliged to call upon their stockholders for assistance in 
weathering the storm. However, most of the companies came 
through that period of stress safely, and paid their losses, dol- 
lar for dollar, without discount. Subsequent conflagrations did 
not seriously involve the fire insurance companies. There were 
some fires which involved considerable losses of life, but which 
inflicted smaller property damage, among which may be noted: 


Iroquois Theater, 1876 (289 lives lost). 

Hoboken piers and ships, 1900 (145 lives lost). 
Birmingham, Ala., 1902 (115 lives lost). 

New York (General Slocum), 1904 (1021 lives lost). 
Collingwood, Ohio, 1908 (175 lives lost). 
Boyertown, Pa., 1908 (169 lives lost). 

New York, 1911 (145 lives lost). 


During the period of the world-war there were a consider- 
able number of explosion disasters in which insurance com- 
panies were involved to some extent, as many of them had 
taken advantage of the privilege accorded them of writing 
bombardment, explosion and other war risks. Among the 


chief of these may be mentioned the explosions at 


Wilmington, Del., Nov, 18, 1915. Carney’s Point, Jan. 10, 1916. 
Seloiel, Quebec, July 6, 1915. Eddystone, Pa., April 10, 1917. 
Black Tom Island, Jersey City, July Halifax, N. S., Nov. 6, 1917. 

31, 1916. 


Below will be found a tabulation indicating the vast in- 
crease in the last half-century in the strength and volume of 
business transacted by the joint-stock fire insurance compa- 
nies licensed in New York State, which carry probably eighty 
to ninety per cent of the entire fire insurance of the country. 
A number of these fire insurance companies also write inland 
and ocean marine risks, such business being included in the 
aggregates here presented: 


Ratio of 

YEAR_ | No. of Net Net Losses ~ |Losses to 
EnpED | Com- | Capital. Assets. Surplus. Premiums. Paid. Pre- 

Dec. 31. | panies. miums. 





$ $ $ $ $ y 
*106,238,990] 825,275,667|1231,866,309 506,114,518] 239,249,320) 47.3 

















19M? 5: 186 
(17; aaa 170 | *48,158,390]} 86,035,408) 110,193,086 44,478,173] 27,300,264] 61.3 
Increase.... 16 | $58,080,600) $739,240,259|$221 673,223 $461,636 ,345|$211,949,056 


_ * Capital of American companies only. tf Includes surplus as to policyholders of United 
States branches of foreign fire insurance companies. 


L2ELLABLPVCSLLALY 
THE DEMOCRACY OF LIFE INSURANCE 


By Wittarp I. HamILton 
Secretary, The Prudential Insurance Company 


MERICA, the home of democracy, where the priviieges 
and welfare of the individual have been most highly 
regarded, has naturally been the most fertile field 

© for the extension of life insurance. It is significant 
also that the period of its greatest development has been char- 
acterized by the remarkable growth of Industrial insurance, 
and the relation between these two facts is an intimate one. 

A salient feature in the development of Industrial insur- 

ance has been the dynamic social force which it has exerted in 
the education of the community at large to a more adequate ap- 
preciation of the value of life insurance, thus popularizing it 
among all classes. The fact that Industrial insurance cov- 
ers the entire family, the small amount of policy, the weekly 
premium collected at the home of the insured, and the prompt 
payment of claims combined to make possible the obtaining of 
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a large number of policyholders in a very short time. The 
lesson of thrift thus taught and the improvement in the social 
condition of the wage-earning classes furnished a conspicuous 
object-lesson throughout the country and quickly became a 
potent factor in emphasizing the importance of life insurance 
to everyone. 

President Forrest F. Dryden of The Prudential has stated 
that “the service to the nation, represented by the work of 
the Industrial companies, has become so much a part of the 
very social fabric itself that it is taken for granted by the cas- 
ual observer, and thus its full significance is overlooked. In- 
dustrial insurance, however, has become absolutely necessary 
to the well-being of people of small means and is their best, 
if not their only means of co-operation in dealing with some 
of life’s problems.” 
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We speak of America as the melting pot into which for two 
or three generations have poured the representatives of every 
race under the sun. We have cherished the belief that in 
America man was destined to reach his highest stage of devel- 
opment. Is it not true, however, that we have been unduly op- 
timistic as to the extent to which this great flood of immigra- 
tion has been actually absorbed and fused into our national 
life? The fires of patriotism and unselfish devotion to Ameri- 
can ideals burned low and the melting pot did not perform its 
function. 

As a nation we have been busy and prosperous and at 
least partially blind and have not realized that we were rapidly 
becoming an aggregation of various groups of individuals dif- 
fering in language, thought and standards of living. This is 
evidenced by the fact that there are five and one-half millions 
of people in the United States who have little, if any, knowl- 
edge of the English language, of whom one and one-half mil- 
lions were born in this country. Thus national consciousness 
and real unity of purpose have been in a measure lacking. 
However, during the entire period of greatest immigration, life 
insurance has been one of the important agencies in teaching 
the lessons of democracy. This, as indicated above, is 
especially true of Industrial insurance. A man may be unable 
to speak English, to read or write in his own language, or to 
perform any civic function. He may be engaged in daily toil, 
with no redeeming feature except the vague hope that some- 
time, somewhere, somehow, his condition may be bettered. He 
may live with his family and men of his own race, like an 
island in a sea of strangers—and there are too many such 
islands in American cities—but almost the first man he meets 
outside of his immediate environment is the representative of 
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one of the great American industrial life insurance companies. 

Consciously or unconsciously, the insurance agent experts 
an educational influence of real power. He teaches the im- 
portance of self-denial, not merely for future gain, but for the 
benefit of dependents. Dimly at first, but nevertheless surely, 
the foreign wage-earner begins to realize that in purchasing a 
policy he has become part of a great organization working 
for the common good; that co-operation is the means by which 
the interests of all may best be served, and that he himseif 
has certain responsibilities to the community. You may go 
into any great manufacturing plant in which almost the entire 
body of employees is made up of the polyglot races which 
throng our great cities and find apparently no common bond 
of sympathy except the obvious one of gaining the maximum 
reward for daily toil. If you should go one step farther, how- 
ever, and hold up an Industrial insurance policy before the 
men, or utter the magic name of the company or companies in 
which these men are most likely to be insured, there will be 
an answering gleam of recognition in almost every eye. Surely 
there will be no group of individuals using any language or 
dialect ever spoken in this country among whom you will not 
find at least some representatives who know the benefits of life 
insurance. Thus it becomes apparent, when we consider that 
there are millions of Industrial policies in force in the United 
States, that the people themselves by the extent of their co- 
operation have aided in establishing a great insurance democ- 
racy in which each contributes according to his ability, in 
order that his family may benefit in the time of need. 
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3y WILLIAM J. GRAHAM 


ROUP life insurance has come into being within the 
current decade as a means of insuring the lives of em- 
ployees of one employer on a more inclusive and 

© economical basis than was heretofore possible. It is 
more inclusive because it is insurance without medical examina- 
tion and contemplates including the weak with the strong so 
long as the average of the whole group is up to the proper re- 
quirements for insurability. It is more economical because it 
eliminates individual solicitation and a great many of the other 
expenses that follow from taking individual applications, issu- 
ing individual policies and following through for individual 
collections. 

Group life insurance was a logical supplement to workmen’s 
compensation laws. The workmen’s compensation laws had 
brought employers of the country to a recognition of the im- 
portance of relieving distress occurring among employees 
within their establishments. That these laws were compul- 
sory and applied for the most part to work accidents only, 
while group life insurance is a gratuity covering death from all 
causes, added but another reason for the employer's adopting 
group insurance, since by its comprehensive coverage and 
gratuitous character it promotes constructive good will. It has 
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been described as a “plus” plan, being “plus” all other benefits 
to the employee and bringing back “plus” performance to the 
employer. 

From the outset there were enlightened employers who felt 
that group life insurance could greatly help the employee and 
his family and would justify its cost. 

Thus did group insurance become substantially standard- 
ized as insurance to be paid for by the employer—not in 
substitution of any other rights or benefits or wages due the 
employee, but in supplement thereto, in promotion of that mu- 
tuality of interests which can so well be served in cordial co- 
operation between the employer and the employee. 

As group insurance has been adopted by increasing num- 
bers of employers, it has naturally attracted attention to itself 
as a humane plan which, from the evidence of those adopting 
it, benefits all concerned. The New York Times Annalist, 
in referring to group insurance, called it, “the employer’s en- - 
lightened selfishness” and concluded its analysis of it by stat- 
ing, “A man may take it upon his conscience to do more for his 
employees and then find that what he thought philanthropy was 
only very good business.” 

Naturally, the adoption of a new idea of this kind aroused 
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misconceptions among many types of people as to the pur- 
poses of group insurance and caused to some extent a mis- 
application of the plan by some companies. Because of this 
fact, and in recognition of the growing importance of group 
insurance, the Insurance Commissioners’ Convention of 1917 
appointed a special committee consisting of six Insurance Com- 
missioners and six members of the Actuarial Society of 
America to work out an acceptable definition of group insur- 
ance. This committee agreed on a unanimous report, which 
was adopted by the Insurance Commissioners’ Convention, 
recommending certain provisions as standard for group insur- 
ance contracts and which defined group life insurance as 


follows: 
“Group life insurance is that form of life insurance coy- 


ering not less than fifty employees with or without medical 
examination, written under a policy issued to the employer, 
the premium on which is to be paid by the employer or by the 
employer and employees jointly, and insuring only all of 
his employees, or all of any class or classes thereof determined 
by conditions pertaining to the employment, for amounts of 
insurance based upon some plan which will preclude individ- 
ual selection, for the benefit of persons other than the employer, 
provided, however, that when the premium is to be paid by 
the employer and employee jointly and the benefits of the 
policy are offered to all eligible employees not less than sev- 
enty-five per cent of such employees may be so insured.” 

A study of this definition develops the fundamental fact 
that group insurance, while insurance without medical exam- 
ination, is none the less ‘‘selected” insurance. The selection 
is obtained through the requirement of physical fitness to 
serve an employer. This selection is further conserved by 
requiring that the employer shall insure “all of his employees 
or all of any class or classes thereof determined by conditions 
pertaining to the employ.” This means to exempt any form 
of individual selection against the company by preventing the 
employer’s selecting at random those to be included in the 
insurance. Likewise the requirement that the insurance shall 
be “for amounts of insurance based upon some plan which will 
preclude individual selection” is a further protection against 
individual selection which might destroy the average to be 
maintained by taking excessive insurance upon the weaker 
lives or any of them. This part of the definition refers entirely 
to groups where the premiums are paid by the employer and 
is in recognition of the fact that unless premiums are paid by 
the employer there would be danger of nullifying the whole 
effect of group selection by permitting the employees to come 
into the group at will or to be selected for a group by the 
employer with reference to their state of health. 

It has been in the minds of a few that group insurance 
would be more effective where the employee paid part of the 
premium, This thought originates from the theory that noth- 
ing is appreciated which comes free. This theory does not 
work out in practice, since the employee has found it quite 
logical for the employer to insure each person in the service 
for a nominal sum, usually an amount equal to one year’s 
wage, as a means of extending the pay check to the employee's 
family after the decease of the worker. In concession, how- 
ever, to the theory that there would be those who would 
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want to have the premium payment shared jointly between the 
employer and the employee, the definition was widened to per- 
mit this where “the benefits of the policy are offered to all 
eligible employees,” and where “not less than seventy-five per 
cent of such employees” may be so insured. 

Careful inspection of each group is made to determine the 
facts as above outlined. Such inspections include investiga- 
tions of employees and plants. Sex, nationality, wage, sobriety 
and requirements for employment are important personal fac- 
tors. Trade dusts and trade diseases are important in charac- 
ter and in ratio to the number of the whole so exposed. The 
buildings and surroundings are studied with view to proper air, 
sanitation, hygiene, pure drinking water, etc., and with refer- 
ence to accident and panic hazards. 

The employer is vitally interested in the physical selection 
of his employees and there is a growing disposition among 
progressive establishments to add some form of medical exam- 
ination to the usual requirements. In certain establishments 
this medical examination far exceeds in comprehensiveness the 
physical examination for life insurance, including such impor- 
tant points as hearing, eyesight and careful examination of 
teeth. 

Even where there is no medical examination of the appli- 
cant for employment there is always a shrewd and more or 
less unconscious physical size-up by the employer. Employ- 
ment departments select healthy people in order to get the 
work done properly. The physically inferior have smaller 
chance of employment in modern industries than the physi- 
cally strong. I‘urthermore, if employed, the test during the 
first few days of competition with the physically strong serves 
to adjust the employer’s misjudgment where the risk has been 
overrated on appearance. 

Group insurance may be issued upon any plan, such as 
term, life or endowment insurance or annuity. 

From the standpoint of the employer the renewable term 
plan has the advantage of covering these insurances at the 
lowest possible cost during the period in which the employer 
desires the coverage, namely, during continuance of employ- 
ment. Term insurance has the further merit of not involv- 
ing surrender values, or causing the employer to pay the extra 
sum required on the whole life level premium plan, when it is 
a foregone conclusion that in many cases the employment 
will be only temporary. While the individuals in any one 
group on the renewable term plan will of course be rated 
each year at a successively higher rate, it does not necessarily 
follow that the aggregate rate of the group will increase 
materially. Conditions of active employment in themselves 
require certain age distributions which practically assure an 
aggregate premium on the term basis, which will vary within 
narrow limits from year to year. 

It is evident on the mere statement that a census of em- 
ployees of any large going concern would show a present 
average not materially different from that taken perhaps a 
score of years before. The average age might be either less 
or more on the census taking now as compared with the 
census of many years ago, but in either event the variation 
would be within narrow limits. This suggests at once the 
inherent difference between group insurance as applied to 
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employees of sizable going concerns, where age averages are 
maintained more or less automatically, and any attempt to do 
group insurance where the same conditions do not obtain. 
Provision is made in the group or blanket policy issued to 
the employer for covering all permanent employees during 
the period of employment; for the addition of new employees ; 
for automatic changes in the amount of the insurance; as 
well as for the discontinuance of the protection on the lives 
of employees whose services have been terminated. Termi- 
nating employees may apply for insurance without medical ex- 
amination within thirty-one days after termination of service. 
Permitting discontinuing employees to apply for insur- 
ance within thirty-one days of the termination of employment 
on any plan of insurance then issued by the company at the 
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regular rates for the particular attained age and class of 
risk means but a guarantee of the insurability of the life 
after leaving the employment to the amount of the group in- 
surance. In theory this may mean selection against the com- 
pany. Thus far experience indicates that it is a concession 
little used unless diligently urged upon discontinuing individ- 
uals. Whatever extra mortality might follow from such a 
privilege is problematical and could probably be amply cov- 
ered by withholding commissions and renewals on individual 
insurances issued without medical examination on retiring 
members of a group. If this should become an important ele- 
ment it might be advisable for companies to keep an account- 
ing of such individual business in order to preserve absolute 
equities with all classes of individual policyholders. In prac- 
tice the privilege does not now seem to be important, except 
that it prevents any undue hardship to individuals who may 
become uninsurable during the period in which group insur- 
ance is provided. 

The acceptance of employees, in the first instance, and the 
addition of new employees is usually made covering only 
those who have worked out a probationary period, commonly 
one year. Medical examination may be required on a new 
employee or may not. Whether it should be required or not 
depends upon how nearly the conditions under which the new 
employee would qualify for the employment, and for the in- 
surance may be trusted to prevent adverse selection and pre- 
serve the average of insurability. The plan of the company 
originating this insurance is to require medical examination 
of all new employees but to waive this requirement tempo- 
rarily where it seems justified, reserving the privilege of re- 
quiring it later if experience dictates it to be advisable. 

The amount of insurance granted the individuals of the 
group must follow a general rule. A common unit of insur- 
ance for salaried people is one year’s salary with a maxi- 
mum limit of $3,000 to those receiving more than $3,000 per 
annum. This maximum should be fixed with reference to the 
average amount of the insurance and size of the group. 

Time and piece workers are often insured for a fixed sum 
—alike to all—or graded to increase with service. 

In general any sum of insurance may be allowed, provided 
it follows a rule that excludes adverse individual selection and 
keeps the amount of insurance on any one life to its proper 
proportions. Increase in the amount of the insurance under 
any such rules and within the maximum fixed may be safely 
allowed without medical examination. 


49 


SPECTATOR 


In practice group claims are paid in full amount regardless 
of misstatement of age or of minor technicalities. Suicide 
claims are recognized at all times. This follows from the 
fact that there is substantially no moral hazard and the non- 
payment of the claim in full amount would defeat the pur- 
poses of the insurance. Claims are payable either in one 
sum or in monthly instalments, over a period not usually 
exceeding one year, to the beneficiary named in the certificate. 

That group insurance fills a place in the insurance needs 
of the country is well attested by the success of the plan. This 
success is evidenced by many hundred satisfied group patrons 
who have experienced the satisfaction of doing a humane act 
in a way that has earned them the appreciation of their em- 
ployees. Mr. H. Pierson Hammond, actuary of the Insurance 
Department of the State of Connecticut, in an able paper on 
the subject of group insurance delivered before the Insurance 
Commissioners’ Convention, illustrates the growth and de- 
velopment of group insurance in the following table: 


Number of Amount of 


In Force Employees Insurance 
Hecembersah VA «ccc eon doce sesevedxs 11,450 $13,083,000 
DieCeiNeh SE, AQF ans acc vin cuvcnesvanaeee 30,125 28,235,000 
BlceeiiNems 40, NO Aa sic ces civckicdcdwacawnens 52,625 50,605,000 
Breeeiihes 28 IONGs cs a ccassdedveduvascaves 105,000 83,920,000 
Bleceiiben® t- NON as 5 oo en cecewtacssues 202,000 155,300,000 
NG A QU Fe ows a seve occa acitexcunucas 325,000 250,000,000 


We are learning as a nation that it pays to take care of 
the human unit—to conserve this unit in life, limb, efficiency 
and freedom from worry. Our problem, as a democracy, is 
to achieve this without interfering unduly or unnecessarily 
in any respect with the individualistic principles upon which 
our political life is planned 

Group insurance points a way for making life insurance 
as universal as the pay check. 

Every life having an earning capacity creates need for 
life insurance. Life insurance as individually issued failed, 
and must fail, to reach all because of its methods of indi- 
vidual selection, entailing as it does rejections for medical, oc- 
cupational and moral hazards, its establishment of age limits, 
and, more than all, the method of propaganda by which the 
business depends upon individual agency solicitation. 

We have gone through an era of vast development, in 
which industry has been more or less autocratically managed. 
The era is passing. While we are “making the world safe 
for democracy” we are making democracy! And nowhere is 
the democratizing making bigger strides than in industry. The 
new industrial era is an era of co-operation. This era is in 
the dawning, but the effulgence of its dawn is waking the 
world. Co-operation in industry, as in matters of State, is 
the answer of democracy and the only answer it can make 
when challenged to better autocratic rule. This co-operation 
must come from a fuller sense of responsibility on behalf of 


both employer and employee. Each must give—each must 





get more. 





THE SPECTATOR 





Thursday 











) HE origin of insurance is lost in the mists of antiq- 
uity. When the cloud lifts disclosing the history 
of Egypt, hoary then with age, we find the insur- 
ance man on the job. True, he was doing business 
on a small scale, being in very fact a curbstone oper- 
ator, with his office under his hat—and, by the way, this was 
literally true, for the style headgear in those days accom- 
modated a reed pen and a roll of papyrus very naiuaonel 





he was subject in the nature of his business to more than 
ordinary fluctuations of fortune; still, 1 say, he was on the 
job. 

Right here 1 am forced, however, to make a very regret- 
table confession; it is one, I trust, will be received with toler- 
ance, in the spirit of fellow workers seeking after truth. Never- 
theless, it must be made. Our embryo agent conducted a 
business which possessed a shady reputation! His methods 
did not always bear the stamp of honesty. The public, from 
frequently getting the worst of dealings, began to fight shy of 
him, and in the reign of Pharaoh Seti I matters came to a 
head, and laws were announced which compelled the gentlemen 
of pen and parchment to place their business upon a more sub- 
stantial and genuine footing. 

Here we find the individual surety scribe, as he was termed. 
He was in effect a common gambler, betting his private capital 
against chance, and when the capital was gone still betting, but 
not paying his losses—giving place to a syndicate composed of 
surety scribes of more or less financial standing, and each 
syndicate betting only upon one phase of the surety business. 
This was the law, and he who wrote a policy covering fire 
could not write tornado, flood or liability. The penalty was 
trifling, however, the offending members merely laying them- 
selves liable to the loss of their heads. 


AN Earty Bocus Poticy 

The earliest record we possess concerning an exposure of 
a fake policy is to be found in the writings of one Sesteros, a 
cynical city official of ancient Thebes, and concerns insurance 
on mummies. The writer of the prospectus was evidently a 
man of parts. He reminds his readers that their souls would 
return 3000 years after death to inhabit the bodies so carefully 
embalmed, and suggests the dire possibility of the spirit re- 
turning and finding no mummy. He pictures destruction of 
this valuable possesion by fire, by flood, by tornado and by 
theft, and suggests the advisability of providing against such 
dire calamities by the purchase of policies covering same. 

The public seems to have “fallen” for this line of talk very 
rapidly, and to judge by the size of the fine the promoter of 
the scheme paid after being jailed, to save his head, it was a 








great scheme, financially. The official who investigated the ac- 
tivities of the agent mentioned dryly remarks that he could see 
no way for a soul who had no body to collect his benefit; and 
if he had a body he, perforce, had no claim. 


How IRREGULARITIES WERE PUNISHABLE 

We have but one record of a scribe representing himself to 
be the lawful agent of a company, and fraudulently collecting 
premiums, and this man was detected and punished in the 
reign of Cheti II, and there appear to have been few offenders 
after this. I believe his punishment consisted of being boiled 
in oil, or some little thing like that. 

The construction of the public buildings of the time ren- 
dered the rate of fire loss very low, but the shops and resi- 
dences of the bulk of the people did not fare so well. These 
were mostly built of rude brick, plastered and stained various 
colors, and the roofs were laid with palm branches laid over 
split date tree beams, the whole being covered with mats or 
rushes and plastered with river clay. As there was practically 
no rain in the country, this answered very well; but when a 
blaze got started in the tenements, which occupied whole streets 
in a continuous row, a very good fire resulted. 


A CONFLAGRATION IN AN ANCIENT CITY 


It is recorded that on one occasion such a calamity occurred, 
and there was quite a run on a certain company. This organi- 
zation was a foreign institution, with its home offices in Baby- 
lon, and its policies were not written on parchment, but punched 
into good old solid blocks of burnt clay. The point of the 
story is that a certain pawnbroker had such a number of 
policies that he was hard put to it to carry them all on his 
shoulder to present to the company as the law required; and 
the day being very hot, he fainted, breaking his policies into 
fragments. The company very promptly refused to pay him 
any benefits, on the ground that his policies had been tampered 
with. 

As in our present day, the companies gradually merged into 
corporations and waxed arrogant. During the reign of 
Rameses II, a fire destroyed the roof beams of the great 
temple of Karnak. The company—its title was The Royal 
Surety Federation of Kheti—promptly paid all losses to the 
building, including new awnings and frescoes; but when it 
came to paying damages for the discoloration of the right foot 
of the statue of the grandfather of Rameses, Seti I, they 
balked. The matter was at first submitted to arbitration, and 
warmly argued, but was presently abruptly and finally settled 
by Pharaoh himself, who ordered all the officials of the liti- 
gating company to be beheaded. 
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The stationery of the surety companies at the last bore a 
common standard heading, wishing the reader Life, Prosperity 
and Health. I do not know whether common kindliness or 
professional reasons dictated this benediction. At any rate, 
so long as the policyholder enjoyed these blessings the com- 
pany went free. 

We take for granted these ancient insurance people had 
their difficulties of organization, their political handicaps, and 
their battles against contributory causes of high fire rates. The 
records of these things are lost. One incident, common to us 
to-day, may be mentioned in conclusion. 

It appears that about the time Thebes and Memphis were 
in the midst of a tremendous rivalry for leadership among 
the cities of Egypt, the Surety Scribes Club of Memphis paid 
a visit to their brethren in the rival city. 


FIRE PREVENTION OF THE ANCIENTS 


Among other things the subject of fire prevention came up 


\ 
tre 


\ a = 


Be ages 


ms Ee 
? 

ax 

- fs se 


ANTICIPATION 


The Metamorphosis of the Special Hazard and the Effect of Its Transition on the 
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for consideration. It seems that the military bodies of the 
time were the official fire fighters. Companies of infantry were 
assembled at the alarm of fire, and water was passed from 
hand to hand in leather buckets. As a result, the fire generally 
burned itself out in comparative tranquillity. We find measures 
introduced providing for the installation of roof tanks at stated 
intervals, to enable water to be handled expeditiously, as well 
as for a better distribution of axes and ladders. 

A recommendation was addressed to the governor of Upper 
Egypt requesting an investigation of the improper storage of 
resinous torches and palm oil in the congested districts. I 
have no doubt these very excellent measures received the full 
attention of the public official mentioned, just as they do in our 
own day and time. 





PROBABILITY 


Fundamental 


Law of Averages in Fire Insurance 


By IRA G. HoAGLanp 


Secretary, National Automatic Sprinkler Association 


» PECIAL hazards are an important factor in the 
> underwriting affairs of an average fire insurance 
company, but their effect on individual company 
affairs to-day does not compare with what it has 





been on the insurance business as a whole, for 
special hazards have transformed insurance economics—in this 
country at least. 

Miles M. Dawson tells us that insurance indemnifies for 
loss “by means of an application of the laws of probability.” 
“In gambling parlance, insurance is a ‘hedge.’ That 
It does not 


He says: 
is to say, it is the direct opposite to gambling. 
take chances; but, instead, cancels them.” 

The late F’. C. Moore said this concerning luck in fire in- 
surance: 

“There is absolutely no such thing as luck as to fire losses, 
or as to the percentage of loss to amount insured in the case 
of a large fire insurance company intelligently managed and 
conducting its operations over a field wide enough for the laws 
of average. The probabilities of the burning or escape of a 


single building are, of course, uncertain and would afford to 


a gambler the basis for a wager, but the probabilities of the 
burning of one or more buildings out of ten of the same con- 
struction, occupancy, fire-extinguishing appliances, manage- 
ment, moral hazard and environment, may be matters of as- 
certained certainty. With a small company doing business in 
a restricted territory, or a large company taking an unduly 
large line upon a single risk, the element of luck becomes 
a factor.” 

The law of probability had little to confound it in the 
The great London fire in 1666 re- 
In 1667 


For 


early days of insurance. 
vealed the need of indemnification for loss by fire. 
Nicholas Barben began to insure houses and buildings. 
nearly forty years the insurance companies that followed in 
his wake confined their insurance to buildings only, mainly 
About 1706, a Charles Povey opened an office for 
This venture be- 


dwellings. 
insuring goods and stocks of merchandise. 
came, in 1710, the Sun Fire office, which is doing business 
still, the oldest fire insurance company in the world. 

Special hazards began to exist when Arkwright, prompted 
by the invention of High’s spinning jenny, developed his 
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spinning machine and established the first cotton spinning mill, 
which was run by horsepower. Crompton’s mule-jenny of 
1779 made possible the spinning of yarn of good quality in 
large quantities. Cartwright’s power loom, patented in 1785, 
improved the process of weaving. 

But the full benefit of these inventions was not realized 
until Watt invented the steam engine, which was first applied 
. to factories in 1785. That was the real beginning of the special 
hazards. The first one in the United States was Slater’s spin- 
ning mill, established in Rhode Island in 1790. 

As Povey’s venture in insuring personal property had been 
considered impractical, possibly cotton mills were not con- 
sidered impractical, possibly cotton mills were not considered 
insurable at first, subsequent events in the United States 
certainly showed that they were not, except at very high rates. 
The importance of segregating hazards and preparing to con- 
trol incipient fires was not understood, and cotton mills burned 
almost as fast as they were built. 


Tue Law oF Propapitity ASSAILED 


But the building and burning and building again had an 
effect after a while. In the early thirties, a Rhode Island cot- 
ton manufacturer installed a force pump with which to pro- 
pel water to quench fires. After an occasion when the prac- 
ticability of his idea was demonstrated and his mill thereby 
saved from destruction by fire, he thought something ought 
to be coming to him in the way of a concession in the insur- 
ance rate, because of the handy force pump. 

So he hied his way to Boston to see about it. The in- 
surance man expounded the theory of probabilities and the law 
of averages and told the manufacturer that, if he could pre- 
vail upon others to install force pumps, and the use of them 
had an effect on the burning ratio of cotton mills, it might be 
possible, in a few years, to give some consideration to a reduc- 
tion of rates on cotton mills. 

Naturally the manufacturer thought that he was the pioneer 
in attacking the theory of probabilities, but, as a matter of fact, 
he was not. The first insurance man assailed the theory of 
probabilities. Nicholas Barben was not content to receive 
premiums and pay losses and let the law of average operate. 
He began fire prevention when he established insurance. He 
hired men and equipped them with buckets and hand pumps to 
extinguish fires in the buildings insured. Other offices fol- 
lowed suit, and each of the early companies had its own liveried 
firemen. Then corps of watchmen and patrolmen were or- 
ganized to discover incipient fires and summon the firemen; 
later came the salvage corps. 

Feeling resentful toward the theory of probabilities and 
the law of averages, the cotton manufacturer went back to 
Rhode Island and proceeded to make history. He got others 
to install force pumps and then to combine for mutual indem- 
nification of one another in case of loss. Premiums at the rates 
of the regular insurance companies were paid into a common 
treasury, and what remained at the end of each year, after 
losses and expenses were paid, was returned to the manufac- 
turers. This mutual plan was successful at first and, feeling 
the competition, the stock fire insurance companies reduced 


rates on cotton mills. Concerning this phase of insurance 
history, R. M. Bissell has this to say: 
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“Theoretically speaking, insurance companies pure and 
simple have nothing to do with the prevention or extinguish- 
ment of fires, or with the reduction of the fire waste. Their 
province is merely to distribute the losses which fires cause. 
Despite this truth it was a shortsighted business policy, which 
prevented the stock companies from actively co-operating with 
factory owners, especially with cotton and woolen manufac- 
turers, who, when the burning ratio, and hence the cost of 
indemnity, had risen to an unbearable extent, sought so to 
improve their property as to reduce the number and amount 
of losses, and so indirectly the cost of insurance. It seems to 
be true, however, that the failure or absence of such co-opera- 
tion was largely responsible for the origin of this class of fac- 
tory mutual companies, whose methods, as first practiced by 
themselves, later by the stock companies, have fairly revolu- 
tionized methods of protection against fire and made possible 
greatly reduced rates for risks of all classes when properly 
protected. The first of these companies was organized in 1835. 

“From the outset these companies have endeavored, first, 
to ascertain and eliminate the causes of fires; and, second, to 
provide such ample protection that any fire which might occur 
should be extinguished with but slight loss.” 


ANTICIPATING THE LAW OF PROBABILITY 


In spite of the lesson of the cotton industry there followed 
that of the pulp industry. The pulp men started out with no 
more idea of segregation of hazards and fire control than 
did the cotton manufacturers. The plants burned so fast that 
the stock companies wouldn't write them. The pulp men 
went to the mutuals and learned about segregation of hazards 
and fire control. To-day standard pulp mills equipped with 
automatic sprinklers are being written by stock companies at 
dwelling-house rates. 

But when the boot and shoe manufacturers got “up against 
it” and sought relief from the heavy burden the frequent 
burning of their factories was imposing upon them, the stock 
companies were ready to help them. Forward-looking men 
among the New England special agents had organized a fac- 
tory improvement committee. The committee sat down with 
the distressed manufacturers, and a way was found to modify 
the application of the insurance law of probabilities to boot 
and shoe factories. 

Ever since the pioneer enterprise of the far-sighted fire 
insurance field men in New England in forming a factory im- 
provement committee to find ways and means of immunizing 
special hazards to the law of probabilities, stock fire insurance 
companies have been doing their part in the general endeavor 
to get the “able” out of the probable in this fateful law. 

At first inspection bureaus were organized by the few 
progressive companies which began a new era of underwriting 
in anticipating the law of probabilities instead of following it. 
These bureaus established direct relations between insurers 
and insurees through the medium of engineers, whose duty it 
was to advise the subscribing companies how best to forestall 
and the insured how best to improve conditions to escape the 
law. After the inspection bureaus came the stock company 
underwriting associations, which make and take their own 
advice and pay up when infrequent losses occur—so well do 
they anticipate the decree of likelihood—from the funds col- 
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lected for the subscribing companies. Some of these organ- 
izations are similar in character and functions to those estab- 
lished by mutual insurance companies. 

Just as one thing leads to another, the anticipation of things 
in general concerning special hazards led to the need of antici- 
pation hazards in particular. Inspection bureaus had to deal 
with conditions as they existed. Conditions were found which 
showed that the anticipation idea should begin further back, 
back where hazards actually originated. Some mutual com- 
panies that made a specialty of insuring textile mills came to 
the conclusion that there were too many fires, in one way or 
another, from lubricating oils. The inspection bureau they 
supported began an investigation of oils, which resulted in a 
complete change in the character of lubricating oil used in 
textile mills. 

When electricity began to be applied to the commercial 
uses of light and power, little thought was given to the troubles 
that would result from careless wiring, improperly designed 
devices and what not. The troubles that did result for a time 
almost discredited the wonderful art of electricity. A man of 
prophetic vision in Chicago set out to find the troubles in elec- 
trical devices. He found them, corrected them, standardized 
the character of devices and established the Underwriters 
Laboratories, which to-day is putting its seal of approval— 
which is, in fact, a seal of safety—upon electrical devices and 
other things too numerous to mention here, and in so doing is 
denying many opportunities to the law of averages. 

At the time acetylene entered the arts, the Underwriters 
Laboratories were ready to guide the ideas of those who sought 
to make the vehicles of application—the gas machines, ete.— 
into safe channels. The work done by these laboratories in elec- 
tricity and acetylene alone has conserved many millions of 
dollars of the wealth of this country. 

Other laboratories have performed similar service in their 
special ways, notably those of the factory mutual fire insurance 
companies in Boston. Also, in Boston, an insurance engineer- 
ing experiment station was established, where valuable research 
work was done—work that has contributed much to the 
knowledge of how to anticipate the law of probabilities. Then 
there is that valuable anticipatory work that is being done by 
the engineers of the National Board of Fire Underwriters’ fire 
prevention committee in relation to the city conflagration 
hazards. 

Other efforts could be mentioned, but what have been are 
sufficient to show what the effect of special hazards has been 
on the fundamental law of insurance and, in consequence, upon 
the business of insurance 





an effect born of the necessity to 
confound that law to attempt to change probabilities into pos- 
sibilities and reduce the ratio of expected fires. 

Although special hazards have brought about conditions 
which have successfully modified the operation of the law of 
probability, the transformation of the business of insurance in 
that respect is only incidental to what it has been in the matter 
of premium rates, 

In the early days of insurance there were but two kinds of 
rates—one for brick, the other for wooden buildings. That was 
all right when there was plain sailing for the law of averages 
among a few classes of property, but when the classes multi- 
plied so did trouble for the law of averages. 
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As has been said, the cotton manufacturers did not want 
to wait to see what effect their progressive fire prevention ideas 
would have on the fire record—and, if favorable, to get con- 
cessions in rates after a few years had rolled by; they wanted 
the result anticipated and the concession in rate beforehand. 
They got what they wanted ; and because they did, so do others 
now. 


RECOGNIZING ANTICIPATION IN RATES 


Therefore it may be said that the way in which special 
hazards have had the greatest effect in transforming the busi- 
ness of insurance is in establishing the principle of anticipating 
favorable results from efforts to prevent or control fires and 
granting concessions in rates for the efforts. The cotton manu- 
facturers wanted reductions in rates for force pumps, and 
nowadays all insurance companies encourage efforts to pre- 
vent and control fire by reductions in rates, and do not confine 
encouragements to special hazards. 

In order that rates might be consistently proportioned to 
the effort made to modify the probability of fire, the system 
of schedule rating was established. This method of rating has 
influenced characteristic forms of special classes of hazards. 
The modern theater is the result of it. Schedule rating de- 
veloped the standard cottonseed oil mill and the modern fer- 
tilizer plant in the South. It has encouraged better construc- 
tion, treatment of hazards and countless other things, and all 
of this affects the law of probabilities and volume of premium 
necessary to “hedge” the bets or cover the risk. 

A practical working knowledge of special hazards is essen- 
tial in the efficient administration of an average fire insurance 
company. This knowledge should be as comprehensive as 
possible, though it is not altogether necessary that it should 
embrace details concerning which field engineers are the best 
sources of knowledge. 

An instance of too much knowledge of special hazards is 
supplied by the experience of an insurance company which, 
before the time of inspection bureaus, hired a chemist to re- 
port chemical hazards. His first assignment was a quinine 
plant. The report he turned in covered the processes of 
manufacture and incidental chemical reactions and what not, 
to the last detail, but it was altogether incomprehensible to the 
underwriting executive of the insurance company. The 
chemist went back to his profession. He couldn’t resolve his 
knowledge into the information the underwriter required. 

Underwriters want knowledge of special hazards which will 
enable them to commit their companies to risks with a full un- 
derstanding of the conditions involved. Nowadays this is ob- 
tained largely through the agency of inspection bureau reports. 
These reports have been standardized in form and arrange- 
ment of topics, but that does not always insure a report of a 
nature that will be of the best service to the underwriter. A 
concentrated essence of the facts of a risk in a tropical sum- 
mary enables an underwriter to quickly picture the risk in 
his mind’s eye, and, brief though it is, the summary is where 
the inspector can put forth his individuality, weigh the worth 
of the facts and express opinions of them. But the opinions 
should not confound the facts, which should always be accu- 
rately presented. Sometimes inspectors and underwriters do 
not agree as to the influence of certain things in a risk, and 
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when there is a difference of opinion the unalloyed facts are 
particularly useful to the underwriter. 


THE SpectAL Hazarp RATE 

The premium rate is now a good index of the risk of a 
special hazard. R. M. Bissell says: 

“In the last analysis the basis for the rate on any risk must 
be largely determined by the hazard inherent in risks of the 
class to which it belongs. The different processes and danger- 
ous materials are, in the case of special hazards, conspicuous 
and their hazards comparatively obvious; hence their appraisal 
or estimate may be the more easily made.” 

But to some underwriters the rate is not an index of risk. 
One of them said, in commenting on the sufficiency of a rate on 
a special hazard, that it would burn just as easily at five per 
cent as at two per cent. To be sure, it might “burn”; but that 
the five per cent risk would be as likely to burn as the two per 
cent risk would be rather a far-fetched contention. 


Wuy Spectra Hazarps BurRN 


F. C. Moore in “Fire Insurance and How to Build,” says: 

“The chief reason why so many special hazards burn is the 
want of foresight on the part of the manufacturers, and of 
oversight on the part of underwriters, in not securely sepa- 
rating from the great bulk of property exposed to a fire those 
dangerous processes which might easily and at small cost be 
entirely isolated. It is too frequently the case that a dry kiln, 
for example, involving a value of only a few hundred dollars, 
is unnecessarily so located as to inevitably burn the entire plant 
when it could be isolated so as to burn without a loss greater 
than the value of its own contents. Agents should aim to 
have risks subdivided in this manner, to insure greater safety 
and lower rates for the larger values. Where rates are intelli- 
gently made, the owner is sometimes handicapped for the en- 
tire life of the structure with a higher rate charge on the entire 
value at risk, when he might have been called upon to pav 
it only on a small amount of specific insurance in the limited 
area of danger.” 

It should be the business of underwriters to suggest and 
force these improvements by discriminating rates. When 
special hazards are constructed with reference to the rules of 
prudence and common sense, each establishment being divided 
into two or more distinct risks, the more dangerous portions, 
such as dry-rooms, paint-rooms, picker-rooms, boiler-rooms, 
oil storage rooms, etc., being completely isolated, so that 
their burning will not endanger the larger values, we may ex- 
pect to see planing-mills and other dangerous specials insured 
at rates which their owners can better afford to pay, but which 
will, at the same time, yield a profit instead of a loss to the 
insurance companies themselves. 

It is possible, by the judicious division of even the most 
dangerous risks, to confine a fire to a comparatively small 
value, and thus materially to improve them. A very large per- 
centage of almost every manufacturing risk involves no greater 
hazard than that of a storage warehouse, and might be in- 
sured at warehouse rates but for unnecessary and inexcusable 
exposure of large values to dangerous processes. The owner 
who subjects the whole of his property to the consequences of 
a single accident has no one but himself to blame if the under- 
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writer who insures his risk points out the danger and charges, 
on the whole value at risk, the proper rate due to the most 
hazardous portion. 

In concluding this chapter of the subject it may not be out 
of place to call attention to the slogan of P. B. Armstrong, 
which aptly epitomizes the formula for present-day successful 
underwriting of special hazards: “Inspection; Selection; Re- 
jection.” 

But above all the conditions in the insurance business that 
the special hazard has inspired is this: It has given to us 
the insurance engineer. I am not prompted to say this be- 
cause I am an humble member of the fraternity, but because 
the insurance engineer is the most important cog in the insur- 
ance wheel to-day. It is he who is doing things to that law of 
probability. The insurance engineer is to-day an indispensable 
factor in the affairs of a fire insurance company. 


How THE SpectAL Hazarp Has BEEN ELIMINATED 


I have pointed out how the special hazard has transformed 
the insurance business, and now I wish to speak of the transfor- 
mation or, I might say, the elimination of the special hazard 
by the automatic sprinkler. 

The special hazard, because of what it might necessitate in 
fire prevention, has modified the application of the law of 
probabilities and automatic sprinkler protection has eliminated 
the special hazard. 

Insurance experts say that automatic sprinklers reduce to 
a common level, firewise, the special features of construction 
and occupancy of various classs of insured properties. 

What better evidence of this is there than the following- 
named classes, in which automatic sprinklers have controlled 
100 out of 100 fires during the 20-year period, 1897-1917, taken 
from the annual summary of statistics compiled by the Na- 
tional Fire Protection Association and published in the Asso- 
ciation’s “Quarterly ?” 

Bolt and screw works, brush factories, candle factories, 
coffee and spice mills, cold storage plants, cotton ginneries, 
distilleries, linen mills, forge shops, harness and leather works, 
straw hat factories, incandescent lamp works, insulated wire 
works, junk shops, lead pencil factories, motion picture theaters, 
oil clothing factories, oil refineries, plumbers’ supplies stocks, 
restaurants, rubber cloth factories, shirt factories and sugar re- 
fineries. 

Assuredly a widely dissimilar aggregation of industries, rang- 
ing from cold, hard bolts and screws to oil clothing factories: 
from cold storage to plain junk, and from waste paper and 
rags to sugar and spice. But in all of them fire finished in a 
monotonously similar fashion under automatic sprinklers. 

But a better idea of how sprinkler protection has eliminated 
the special hazard will be gained by reviewing, briefly, a bit 
of history. The mutual system of insurance was established to 
pry loose the special hazard from the law of probability. The 
mutual system started about 1835 and under the conditions 
then existing made progress, but in the late 70’s it began to 
languish. Mills were increasing in size and values and hazards 
multiplying. These conditions progressed beyond the control 
of customary measures of fire prevention and the foundation 
of “mutual insurance” promised to become undermined. 
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“Automatic sprinklers were known, but had secured little 
or no attention,” said Edward Atkinson, in commenting on 
this period of instability. In 1875 the first practical sprinkler 
was devised and several mills in Fall River, Mass., were 
equipped with the device during the same year. Other indi- 
vidual manufacturers followed suit, but it was not until 1880 
that the mutual fire insurance companies recognized automatic 
sprinklers. In his book, “The Prevention of Loss by Fire,” 
Edward Atkinson, at that time president of the Boston Manu- 
facturers’ Mutual Fire Insurance Company, says: 

“In 1880 what may be called the science of preventing loss 
by fire was fairly entered upon, and at that date measures were 
taken, after careful consultation with the very few manufac- 
turers who had at their own motion put in the automatic sprink- 
lers, for the extension of that service, which has now become 
practically universal. Without their support and the confi- 
dence due to their practical experience, the writer would have 
had much more difficulty in promoting the adoption of sprink- 
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lers, as some of his own insurance associates were skeptical, 
and two were positively opposed to them. But the writer had 
become convinced that, unless the hazard of larger and larger 
factories, higher speed, etc., could be met, the mutual system 
would break down; and he then told his associates that auto- 
matic sprinklers must be made a condition, cost what it might. 

And what better illustration of the fact that automatic 
sprinklers have eliminated special hazards is there than the 
special hazard underwriting experience of one insurance com- 
pany whose business, in this respect, increased 19,300 per cent 
in 67 years, and the loss ratio decreased 85 per cent! 


ODD RESULTS OF 


INSPECTIONS 


By WALTER C. Hitt 


Vice-President, Retail Credit Company 


OUR inspector in Scranton is peaches and cream,” 
wrote the medical director of a Binghamton com- 
pany. “He says in his report that he saw this man 


66 


and recommends him as a first-class risk. Our 
information goes to show that he has no legs.” Our 


inspector then explained that he saw the applicant as he 
sat at his desk, but failed to peep under it to check up his legs. 
We might infer a keener vision on the part of our Los An- 
geles inspector, who says in describing an applicant: “Fine, 
normal-looking man, six feet tall, with erect carriage, broad 
shoulders, good color, but has only one lung.” 

A prominent liquor dealer in St. Louis was reported as all 
right, except for the daily necessity of drinking considerable 
liquor. (He wasn’t really of St. Louis, nor are any of the 
names and places used in this narrative the really true ones. 
The incidents, however, are from actual occurrences in our 
business, camouflaged only enough to hide the identity of the 
persons involved.) The applicant had to sample whiskey, as 
he was the buyer for a large dealer. The company re-opened 
the case because the applicant claimed to be a teetotaler, never 
His total abstinence 
This was in- 


having tasted a drop of liquor in his life. 
had been emphasized on account of his position. 
teresting, but the inspector had seen him drink, or taste, 
and though the amount was small per taste, it would, in the 
course of a day, amount to a considerable quantity; and, 
surely, the applicant could not claim “never having touched a 
drop.” It finally became necessary for the home office to 
accept the invitation of the inspector to send a man to St. 
Louis to see the applicant at his daily business of tasting sam- 
ples. Home office man and inspector arrived on the scene at 
the crucial moment, for there was a salesman showing his 


brands. <A tiny bit would be poured into a regulation whiskey 
d D> > 


glass, the applicant would turn it in his hand a little, then 


place to his mouth, tilt back his head and—no, the glass was 
not at his mouth but on-his upper lip, and he would smell 
the sample. 

It is very difficult to reach out of a window into the fall- 
ing snow and catch the biggest snow flake. There are so 
many to choose from, it is difficult to concentrate on any par- 
ticular flake. I find the same difficulty in reaching out into 
our experience and choosing particular cases to relate. Many 
might be odd enough to those unfamiliar with the part inspec- 
tions play in the business of life insurance, yet commonplace 
to us who are no longer surprised at anything; hence, I turn 
to “substitution” as a field in which we can always find cun- 
ning plans foiled by the inspection. Substitution is where a 
healthy insurable person applies for insurance and is examined, 
giving the name, address, etc., of another and usually unin- 
surable person. Such persons are often strangers to both 
agent and examiner, but make easy prey for the inspector, 
whose work is removed from the sphere of control of the 
plotters. 

BrorHer PoseD TO DEFRAUD COMPANY 

In San Francisco an inquiry gave the occupation as “ranch 
man” and the residence address in a suburb. Inquiry among 
the local trades people disclosed that the man had been seldom 
seen and was thought to be ill. The family had lived there less 
than a year and had mixed but little with the neighbors. The 
inspector called at the house, was met at the door by the house- 
wife, of whom he inquired: ‘How is Mr. Owen to-day?” 
He was invited in and found his man confined to bed, fighting 
a battle with T. B. After the preliminary greetings, through 
which the inspector was able to verify the applicant’s name, 
the poor fellow, evidently dependent on his fraternity brothers 
for an occasional visit, asked the inspector which lodge he was 
from. “I came to talk with you about your insurance,” said 
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the inspector. The sick man lamented having none, and the 
inspector soon found he was not even aware that an applica- 
tion was pending in his name. The wife came in during this 
discussion, and, in evident alarm, cautioned him: ‘Don’t say 
another word, Charlie.” The inspector left the sick room, but 
when out of hearing confronted the woman with her part in the 
apparent conspiracy and was finally given the following facts: 
Her own brother, employed in another part of the city, had, 
through a friend, posted an agent that a policy could be written 
at the sick man’s address. The brother then went there and 
posed as his sister’s husband for both the agent and the ex- 
aminer when they came to write the application. 

Near Pittsburgh there was a case where the stage setting 
was more complete, and but for a slight incident the inspector 
would probably have fallen into the trap set for him. The 
conspirators knew about the inspection and made elaborate 
plans to defeat it. A new family had moved into this village: 
The “man” introduced himself around town and made it a 
point to know and be agreeable to all local people. He worked 
in the city and was often gone several days, but upon his 
return made is a point to associate “down town” and unfolded 
a good report of himself to the village people. In due course he 
intimated to certain ones that he had taken out a large life 
policy and inquiry might be made about him, This precaution 
was the key to his undoing, for it struck the watchful mind 
of the inspector as unusual that this suggestion had been given 
out and deterred him from closing his investigation with what 
was otherwise sufficient and satisfactory information. The 
facts as finally developed showed the real applicant was then 
confined in a State institution for incurables and the “man” in 
the case was his brother, with a family and home of his own 
in Pittsburgh. The insurance secured, it was the plan to bring 
the sick man home secretly and await the inevitable end. 

Another case of probable attempt at substitution came to 
light through the facetiousness of our New Orleans inspector, 
who closed his report with these words: ‘He is at least twenty 
years older than age given, bent, sallow, and tottering, with one 
foot in the grave.” The company said, and properly so, that 
this was not good report language and asked us to have a 
more serious-minded inspector report on the applicant. In 
transcribing the address for the second inspector we made an 
error by adding one digit to the street number of the address. 
The inspector found upon arrival at this address that it was 
a Jewish cemetery. He was stalling around trying to get the 
straight of the thing when a funeral procession came through 
the gate. Upon inquiry he found it to be the applicant on his 
way to his final resting place. Had he not been serious-minded, 
and in the presence of sadness; he might have made facetious 
comment about the permanency of the applicant's residence 
address. 

CONSPIRACIES TO DEFEAT COMPANIES 

No less reprehensible are “conspiracies” where two or more 
persons undertake to distort the purpose of life insurance to 
their immediate gain. In Buffalo the five sons of a baker 
conspired to insure their father for $125,000 in five policies of 
$25,000, payable to each son. Each son was to contribute to 


a fund with which to buy liquor for the insured and bring him, 
through his weakness for drink, to a speedy end. 
A woman saloon-keeper in Brooklyn would single out men 
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with a weakness for drink, cause them to be insured and, upon 
assignment of the policy to her, grant them unlimited credit 
at her bar. These poor fellows would be fed with drink until 
death overtook them, heavily in the debt of the conspirator, 
who had a life policy assigned to satisfy the claim. 

A wealthy Colorado banker, who carried only a modest 
amount of insurance, all at once filed application with seven 
companies—all for large amounts. Investigation disclosed that 
the day before, he received a black-hand demand that he deposit 
a large sum of money in a certain place, under threat that his 
life would be forfeited if he failed to do so. Accompanied by 
a detective he placed a phoney package in the spot designated. 
The blackhander appeared, seized the package, but made good 
his escape from the detective. This incident seems to have put 
terror in the applicant’s heart and proved a very convincing 
argument for his need of a large life insurance. 





OruerR Purposes oF INSPECTIONS 

It is not, however, the principal function of the inspec- 
tion report to uncover attempted frauds on life insurance com- 
panies. Such situations are infrequent and make up only a 
small part of the service. About ninety per cent of the reports 
are entirely favorable and their principal function is to pro- 
vide the favorable data on which the companies can accept 
business. The service is one of several means by which a life 
insurance company gains adequate knowledge of the persons 
to whom its policies are being issued. It lifts shadows of 
uncertainty and dispels the fog of doubt many times to where 
it points the finger of caution once. 

The perfection of the inspection system has done a great 
deal toward enabling the companies to liberalize their policy 
contracts. A few years ago, when restrictions were being cut 
out and new and liberal features added to policies, a number of 
companies, then only casual users of inspections, arranged 
for the inspection of all risks at the time their new policies 
were put out. The newer features of double indemnity and 
permanent and total disability, so popular to-day, would hardly 
be practicable if it were not for adequate means of inspection. 

It would seem, too, that the inspection system has con- 
tributed to liberalizing the underwriting practices of a number 
of companies. It is a fact that those companies known in the 
insurance world as liberal takers of risks are also close inspec- 
tors of their risks. They get information and eliminate the 
elements of doubt and uncertainty. Their ratio of actual to 
the expected mortality is not made as low as it is possible to 
make it, but as high as safety permits. A company not pro- 
vided with full information on the applicant must give the 
same valuation to uncertainty as they do to an unfavorable fact. 
Liberal underwriting is the great net result of the inspection 
system. 

But, I have wandered far afield. The commonplace must 
give way to the exceptional, and who would look to the in- 
spector to confound the plans of lovers. They were married 
in New York secretly. She returned to Brooklyn to live with 
her family and he went back to Newark to live with his people. 
There were very good family reasons why they wished to keep 
their marriage a profound secret. His best man, and the only 
person except the minister who knew of the wedding, was an 
insurance agent, and he, of course, improved the opportunity 
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by writing the young husband a policy, payable to the bride, 
under guarantee that this would not bring exposure. We made 
the usual investigation and reported him single. The company 
raised the question. We finally located the bride at her Brook- 
lyn address. Our inspector called and, fool that he was, asked 
for Mrs. ——. There were hurried questions; suspicion be- 
came a fact; the cat was let out of the bag. 

Inspectors are sometimes so keen they overlook the obvi- 
ous. Once we were called on to get the address of a lady in 
Denver. It was very important that this be secured. We ex- 
hausted our resources and in the urgency of the case employed 
a detective agency to accomplish what we had given up. They 
were no more successful and their representative was ex- 
plaining how completely the city had been searched and how 
impossible it was for her to be there and escape their fine 
tooth methods. At this point someone reached for the tele- 
phone book, and there it was, name, address, and all. 

RUNNING DowN A SLACKER 

This reminds me how a city directory was the undoing of 
the well laid plans of a slacker, and landed him in the hands 
of the secret service. A young man had gone to Chicago from 
a small Indiana town, had worked himself well up in a South 
Side business house. He resigned his place and said he was go- 
ing back to his old home in Indiana. He cut all lines of commu- 
nication, and disappeared entirely from his business and per- 
sonal friends. Before leaving he even canceled and took cash 
settlement on his life insurance, and it was this act which led to 
the discovery of his purpose. 

He didn’t go to Indiana, but started all over again in a new 
job in a section of the city remote from his former residence. 
At this new place he gave his age as 32 and later applied for 
insurance, giving a date of birth which would make him that 
age. In the city directory the inspector found his former ad- 
dress and made inquiries there. His erstwhile friends thought 
him much'less than thirty-two. One disclosure led to another, 
and finally the company with whom he had cancelled insurance 
was found and his actual age, twenty-six, clearly established. 

A man reported favorably and recommended before our 
entry into war with Germany was recently up for another in- 
vestigation. Our last report reads: “He is locked up in our 
city jail tonight; he is a German, and believed to be a spy. 
He has made some remarks about our government, and if this 
is proven he may not live long.” This comes from a frontier 
town in Wyoming and the closing thought makes us doubt the 
man’s insurability at this time. 

It might be considered odd that inspectors can go out and 
quickly collect information that is of any value in underwriting 
life and accident risks. This is not so very difficult, for there 
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seems to be in people an almost constant quality, which makes 


them willing to relate all they know about their personal and 
business acquaintances when the information is needed for a 
legitimate business transaction. Our principal difficulty comes 
in finding the “logical informants,” that, however, belongs to 
another story, and is a trade secret. 


GETTING THE DeEsiIRED INFORMATION 

Big men rarely object to being investigated. It is the man 
of small responsibilities who takes the greatest offense, and 
claims his honor, integrity, etc., have been attacked when he 
happens to learn that someone has been making inquiries about 
him. However careful and circumspect an inspector may be, 
confusion is sometimes the result of his inquiries. These are 
comparatively rare when we consider the thousands of persons 
inspected and the many difficult situations that are presented. 
The inspector lives in constant dread of exposing the agent’s 
business to competition or causing offense to the applicant who 
may refuse to accept the policy. There is usually a way “out” 
whenever there is a way “in” as is illustrated in the following 
incident : 

A gentleman who had just been interviewed by an in- 
spector, later met a number of his friends at lunch. These were 
all close friends of the applicant about whom the inspector had 
made inquiries. These gentlemen decided it would be a good 
joke on their mutual friend, the applicant, if each would call 
him up during the afternoon and pretend that a detective had 
just been making inquiries to determine whether he was a 
fit subject for life insurance. At fifteen-minute intervals dur- 
ing the afternoon the applicant heard the same story from his 
several friends. Each drew some on his imagination and added 
harassing details. The applicant developed a rage that was 
a sight to behold. He calied in the agent and blessed him out 
for having embarrassed and injured him by reflecting on him 
before all the influential people in town. He called off the en- 
tire transaction and peremptorily ordered the agent out of his 
office. We, of course, heard from the company and the agent 
in no uncertain terms. The inspector was the next in order 
and all the angry forces fell on him; he was dumfounded. 
Consternation reigned; the situation seemed hopeless until 
one of the jokers, approached by our manager, confessed the 
conspiracy and agreed to get the crowd together and call on 
the applicant in a body, explain and apologize. The commit- 
tee delivered the policy. We were saved and the agent finally 
recovered from the shock. 








Elsewhere in this number of THe SpecTraror appears an 
article by Charles Ne!son Bishop, city manager at Chicago for 
the Northern Assurance Company of London, on the early in- 
surance days when he was Western manager of THe Spec- 
TATOR. Mr. Bishop was manager of the Western department 
in 1875 and for several years thereafter, and since 1885 has 
been engaged in the insurance business at Chicago, his con- 
nection with the Northern of London dating from 1889. His 
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first identification with the insurance business, however, was 
prior to his connection with THe Spectator, when he was em- 
ployed by the agency of Thomas and W. A. Goodman. Mr. 
Bishop has served several terms as vice-president and president 
of the Chicago Board of Underwriters, and can always be 
depended upon to assist in promoting the best interests of in- 
surance. Mr. Bishop’s seven odd years’ connection in the early 
days endeared him to this journal, 
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THOSE WHO WERE 


By Exiyau R. Kennepy, of Weed & Kennedy 


T seems absurd for a popular journal, in celebrat- 
ing its semi-centennial by the issue of a sump- 
tuous number, to ask the youngest man in the 
business—as he feels himself to be—to give some 
account of the men who have read THE Specta- 

TOR during its half century and who now “rest from their 

labors.” But I rather like an absurdity—occasionally. The 

limit of space will compel me to confine my observations to 
the metropolitan district, and, of course, there will be no 
bouquets for the living. 

At a meeting called to organize the New York Board of 
Fire Underwriters the following-named New York companies 
were represented : 

Adriatic; AEtna; Albany; American; American Exchange; 
Astor; Atlantic; Broadway; Citizens; City; Clinton; Com- 
merce; Commercial; Continental; Corn Exchange; Eagle; 
Empire City; Excelsior; Exchange; Firemens; Firemans 
Fund; Firemans Trust; Fulton; Gebhard; Germania; Green- 
wich; Grocers; Guardian; Hamilton: Hanover; Hoffman; 
Home ; Howard ; Humboldt ; Importers and Traders ; Imperial ; 
International ; Irving ; Lafayette ; Lamar ; Lenox ; Long Island: 
Lorillard; Manhattan; Market; Mechanics; Mechanics and 
Traders; Mercantile; Merchants; Metropolitan; Montauk; 
Nassau; National; New Amsterdam; New York; New York 
Bowery; New York Equitable; Niagara; North American; 
Pacific; Park; Peoples; Peter Cooper; Phenix; Queen; Re- 
lief; Republic; Resolute; Rutgers; St. Nicholas; Security; 
Standard; Star; Stuyvesant; Tradesmens; Union Mutual, 
Washington; Williamsburgh City, Yonkers. In the language 
of Hans Breitmann, “Vhere ish dot barty now ?” 

The following agencies were also represented: James A. 
Alexander, for the AZtna, of which company his father was 
president ; Bigelow & Coit, who came in from Connecticut with 
the “Old Hartford”; Charles M. Peck; Satterlee, Bostwick & 
Martin, and C. W. Standart, Skeels, Bowers and Boughton. 
Here again, if Breitmann’s inquiry is pressed, the answer 
must be that this group is entirely “Goned afay in de ewigkeit.” 

George Coit, with his Yankee training—in both business 
and military life, for he was a volunteer in a Connecticut regi- 
ment in the Civil War—ended as one of the managers of the 
Royal. Mr. Bigelow was an older man, and he died so long 
ago that there cannot be many who remember him. He was 
one of the finest and most capable men who came here from 
New England. Harry Bowers, also a Connecticut Yankee, 
was long United States manager of the Guardian of London, 
and later of the North British and Mercantile; so far as I 
remember, the only American who, successively, managed two 
great British companies, 





The only European companies represented at the meet- 
ing mentioned were the Liverpool and London and Globe and 
the Royal. Paraphrasing Webster’s declaration respecting 
Massachusetts in his Reply to Hayne, There they are, and 
there they will remain forever. 

Among the company presidents at the meeting George T. 
Hope of the Continental looms largest in my memory. He was 
a large man, and, perhaps, a great man. He was a ready and 
fluent debater, with a powerful voice. He could speak in two 
languages, but I used to wonder whether we New Yorkers 
didn’t understand his French a little better than a party of 
Frenchmen would have understood it. It was startling to hear 
him pronounce, as nearly as I can express it in spelling—ahm- 
ployay. Some of the characteristics he fixed upon the Con- 
tinental still persist. He was succeeded by F. C. Moore, tall, 
athletic, talented, a fluent debater. The name of the Conti- 
nental recalls genial Abe Kirby, long the company’s secretary. 

Mr. Garrigue, president of the company now named Na- 
tional Liberty, was a remarkably strong man, The last time 
I saw him was when I had climbed half way up the mountain 
upon which stands the Wartburg Castle, where Luther was 
detained for a year to keep him out of the way of his enemies. 
Mr. Garrigue had been in Europe many months, and he re- 
joiced to meet a man recently from New York. I spoke a 
few German words and I felt flattered when he’ called his 
daughter’s attention to the excellence of my pronunciation. 
Mr. Schumann, who succeeded Mr. Garrigue, used to ride a 
very handsome horse. Edmund Driggs took the Williamsburgh 
City, located over in “The Burg” before it became a part of 
Brooklyn, and by energy, industry, originality and persistence 
built up a large and highly prosperous company. His son 
Marshall—amiable, gentle, faithful—followed in his father’s 
tracks and methods. Mr. Conkling, president of the 7®tna of 
New York, was a tall, strong-looking man, an impressive 
speaker, who, the triflers used to say, felt that the wrong 
cousin was elected to the United States Senate. The first time 
I attended a Board meeting I sat down next to Charles Sewall. 
He pointed to a gray-bearded man and said: “T'll bet you 
a dollar that man will make a speech and also make a motion.” 
It was Douglas, secretary of the Merchants of New York. 

The first president of the Home was Mr. Loomis, who re- 
turned to Hartford and became president of the Phoenix. Mr. 
Martin—a mighty well dressed man—that is my only direct 
knowledge of him, followed. His successor, Mr. Heald, came 
from Vermont, where he had acquired the title of Judge. The 
company made a great advance during his administration, with 
the diligent and faithful aid of his vice-president, Mr. Wash- 
burn, who succeeded him in the presidency. A striking proof 
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of their foresight was their taking “El” Snow out of a local 
agency in Boston, bringing him to New York, and putting him 
in line to succeed Mr. Washburn. I have long held in grate- 
ful recollection Mr. Crowell, “Uncle Stephen,” president of 
the Phenix of Brooklyn. The first time I went into his office 
he asked me if I was from Hartford. I replied that I was. 
‘‘Are you any son of Leonard Kennedy? He is an old friend 
of mine.” “I am.” ‘Well, whenever you want anything done 
you come to me.” He was as good as his word. The 
name of the Phenix reminds me also of Philander Shaw, sec- 
retary in the old days; and the mention of Stephen Crowell 
calls up the name of his brother Edgar, who bored with a 
very large auger as United States manager of the Imperial. My 
father’s grandson is now secretary of the Phenix with its 
hyphenated associate. I admired Benjamin S. Walcott, 
president of the Hanover—a patrician and a man of superior 
talents, but, unhappily, of delicate health. Then there was Ed- 
ward A. Walton, president of the Citizens after the death of 
Mr. McLean, and one of the most valued members of the 
Board, Charley Hull, during the last years of his life president 
of the New York, is a man to be kindly remembered; and as- 
suredly Ballard must not be overlooked. Not many of us know 
that he was an underwriter—secretary of the Security— 
before he established and made successful a daily insur- 





ance department in one of the morning papers. He bred 
great sons. Among those who have departed in recent years 
I miss no one more than Wm. E. Hutchins. He took charge 
of the North River when its business was very small, mainly 
confined to the Washington Market section, made it an im- 
portant company, and he himself became one of the forcible 
figures in the business. Then there was Peter Notman, 
president of the Niagara, a refined and charming man, the most 
erudite, I think, of all the fire insurance men of his day. His 
gentle voice and fine choice of words made him a most agreeable 
speaker. Alexander Stoddart deserves honorable mention. He 
was fully as able and resourceful as some of those who made 
more noise. His great accomplishment was creating—and, 
greater still, maintaining—the New York Underwriters Agency. 
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Among the managers of British companies names to recall 
with pleasant memories are Mr, Pulsford of the Liverpool and 
London and Globe, one of the very superior characters of the 
half-century; Charley Sewall, of the Commercial Union, 
brilliant, impulsive, industrious, sensitive; Ed Litchfield, of 
the Lancashire, a thorough John Bull specimen, and a mighty 
good American; Reid and Jim Rankin, of the Scottish Com- 
mercial ; and last, but not least, Henry Hall. While secretary 
of the National of New York he initiated more legislation 
hostile to the British companies than any ten other men. British 
influences secured for him the American management of sev- 
eral British companies. He was an impulsive, conscientious 
man and an eloquent speaker. 

Among the local agents whom I recall as having made the 
greatest impression on me when I was young in the business 
were Alfred Peck and Benoni Lockwood. Mr. Peck had been 
partner with Bigelow & Coit—decided conservatives. He left 
them, secured the agency of the Manufacturers of Boston, and 
threw the doors wide open. Mr. Lockwood, one of the most 
courtly gentlemen of the fraternity, was associated with Frame 
& Hare. Then he became United States manager of the 
London, and he subsequently reverted to the American forces 
and represented the Insurance Company of North America. 

No record should omit James Harrison, many years Su- 
perintendent of Surveys of the Board, or William A. Ander- 
son, his successor (previously president of the Mercantile) ; 
of “Billy” Henshaw, secretary of the Board, and William M. 
Randall, secretary of the Fire Patrol Committee. Nor would 
I be willing to omit “Charley” Crosby, messenger of the Board 
ever faithful. 

Of all the officers of the New York Board from 1867 to 
1890 inclusive, not one is now alive; and of all the officers in 
1892 and 1893 and 1893 and 1894, when I was president, I am 
the only one left to tell the tale. 











SOUND FRATERNAL INSURANCE 


URING the past decade much attention has been devoted to 
the question of putting fraternal insurance on a sound 
scientific basis, so that the contracts issued by the several 
orders might be accepted by the membership with full con- 

fidence that they would be carried out to the full. To this end many 

workers have been enlisted among the far-seeing managers of fraternal 
societies and the Insurance Commissioners of a number of States. 

After discussions which extended over several years, involving numer- 

ous meetings of fraternal officials and Insurance Commissioners, a bill 

was finally drafted and approved by the National Convention of In- 
surance Commissioners at their meeting in Mobile a few years ago. 

This bill was introduced in a number of Legislatures and passed by 

several, including many of the prominent States of the country. Subse- 

quent to its passage, however, a number of defects and discrepancies 

were found, with the result that further meetings were held and a 

perfected measure was agreed to which was designated as the New 

York Conference measure. An examination of the statements of 

fraternal orders made during the past three years indicates that each 

year more and more orders are approaching the condition of solvency 
prescribed by the terms of the act. 
Among the earliest of the orders to adopt in full the principles of 
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the bill was the Order of the Golden Seal of Roxbury, N Y., which now 
has a membership of approximately ten thousand, insured for about 
thirteen million dollars of insurance. This Order has based its rates 
upon the American Experience Table of Mortality with four per cent 
interest, and maintains the full legal reserve on all contracts, which 
enables it to provide, in case of lapse after the third year, either 
paid-up or extended insurance, while annual dividends are provided 
after the fifth year with cash surender values should the certificate 
lapse after that period. Premiums are payable monthly in advance, 
but the members have the choice of paying premiums annually in 
advance subject to a discount of five per cent from the sum of the 
twelve monthly payments. In addition to the straight death benefit 
plan the Order also issues a contract providing for waiver of premiums 
while the insured is disabled on account of sickness or injury, and at 
the same time covers the expenses incidental to illness. 

3y adopting standard rates of premium and accumulating the full 
reserve the Order of the Golden Seal has made itself one hundred per 
cent solvent under the terms of the New York Conference measure, 
and is building up a surplus sufficiently large to guarantee all the benefits 
provided in its certificates, 
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LIFE INSURANCE PROGRESS AND EXPERIENCES DURING THE LAST FIFTY YEARS 


Davin PARKS FACKLER 


Senior Ex-President, Actuarial Society 





URING the last half century American life 
insurance has progressed marvelously, both 
in volume and in character. The sixteen 
hundred millions ordinary insurance in 
force in the regular life companies fifty 
years ago has now become over eighteen 
thousand millions, while assets have in- 

creased over thirty-fold. Formerly there were few modes of 
insurance from which to choose, but many restrictions as to 
occupation, residence and travel, that are now eliminated in 
the almost endless varieties of contracts from which the appli- 
cant may make his choice. Convenience to beneficiaries and 
protection against loss are afforded by monthly continuous 
instalment features, and policies are guarded against lapse by 
disability provisions and guarantees of premium loans; while 
definite cash surrender values give our insurance contracts a 
value as investments unknown before. This marvelous de- 
velopment has been eloquently described in Graham’s “Ro- 
mance of Life Insurance.” Fifty years ago anyone predicting 
present conditions would have been considered a romancer, 
but fact has been stranger than fiction. 

The present generation, when looking back, may fail to ap- 
preciate the genius and foresight of those who laid the founda- 
tions upon which to-day’s immense structure has been built ; 
just as a dwarf standing on the shoulders of a giant, and thus 
commanding a wider view, may fancy himself the greater of 
the twain. We must not forget what life insurance owes to 
the wisdom, energy and foresight of the pioneers—Winston, 
Homans, Hyde, Elizur Wright and others, though, like all 
men, they made some mistakes. 

This wonderful advance has not been made steadily, how- 
ever, for there have been periods of retrogression when the total 
insurance in force diminished instead of increasing. In 1873 
the volume of business began shrinking until less than three- 
fourths of that in 1872, and fourteen years elapsed before the 
loss was retrieved. As the companies would not heed the warn- 
ings of friendly critics they had to learn through adversity, 
which gave an opportunity for the start of the assessment, or 
co-operative societies, dubbed co-duperatives by Elizur Wright. 














Tue Cost oF ACQUIRING BUSINESS 
It is to be regretted that the expenses of the business have 
not been reduced as its volume increased. An officer of one of 
the largest companies once remarked to me, “Life insurance is 
the only business in which the cost has not diminished as the 
growth increased.” First years’ commissions are now much 
larger than fifty years ago; and though renewal expenses have 
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been reduced somewhat, the total result is that many care- 
fully managed companies have higher expenses per $1,000 of 
insurance than fifty years ago. In the old times, with fewer 
agents in the field, solicitation occupied less time for each 
“prospect,” but when many agents compete for the same man, 
first years’ commissions must be higher to compensate for the 
time and business lost through competition. 

The mutualization of the two largest non-participating com- 
panies must ultimately have a considerable effect upon the 
primary cost of insurance, as these companies have generally 
retained their low rates in connection with their new partici- 
pating business. Singular to say, however, one company was 
legally compelled to raise one of its most popular rate tables 
about six per cent, under an Armstrong law intended to benefit 
the insured ; thus affording a good example of the inevitable re- 
sult of legislating minutely regarding rates and insurance mat- 
ters generally. 

ANNuITY FIELD NEGLECTED 

Our life companies have not served the public as they might 
have done, in connection with annuities. In several British 
companies the ratio of annuity to new life premiums for the 
years IQII, 1912 and I913 was over twenty per cent, while few 
of our companies show a ratio of even ten per cent. Life com- 
panies fail in their duty to the public when they neglect this 
branch of their chartered business, for there are thousands of 
old people who would be greatly benefited if induced to buy 
annuities. Many thousands might thus have been kept from 
buying unsafe bonds or “blue sky” stocks to increase their 
meagre incomes. With the present high rates obtainable from 
investments it is unreasonable for our companies to continue 
their old annuity tables unless they grant participation, 

One of the most important events of the last half century 
occurred early in its third year, 1871, when the New York 
Insurance Superintendent succeeded in bringing together most 
of the State insurance officials of this country for the purpose 
of attaining uniformity in legislation and official requirements 
from companies. The Spring and Fall sessions continued in 
all for nineteen days, with such satisfactory results that these 
conventions have been held annually ever since, and in some 
years there have been practically two gatherings. Many years 
elapsed, however, before uniform annual statements were 
agreed upon for all the States. 

Another important event was the foundation of the 
Actuarial Society in 1889, which has gradually led to a stand- 
ardization of professional attainments, and to a great develop- 
ment, both of actuarial science and mortality experience. 
Actuarial methods fifty years ago were decidedly primitive, and 
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very few persons were entitled to be called actuaries, though 
several styled themselves such after a few weeks’ study, and 
without practical experience, so that the proverb “A little 
knowledge is a dangerous thing” had several exemplifications. 
At first the Actuarial Society had only one grade of member- 
ship, but after a few years a junior grade was established, and 
admission to either grade was made dependent on passing ex- 
aminations. These examinations are so strict that it requires 
much more study to attain the rank of lellow than to be ad- 
mitted to the har as a lawyer. 


May 23, 1918 


CoMPETITION OF THE Past Firrry YEARS 

The experiences of the last fifty years have been remark- 
able in connection with investments as well as with insurance. 
The panic of 1873 and the succeeding years of commercial de- 
pression caused many new companies to retire from business. 
The mad competition which soon began between the largest 
companies caused a rapid increase in first years’ commissions, 
which naturally led to rebating, and the more the agents re- 
bated the higher went the commissions, and then the larger be- 
came the rebates. The expenses of the business and the de- 
gree of rebating thus kept on increasing as the large com- 
panies increased their efforts to surpass each other in business. 
The disgracefulness of the situation was generally recognized, 
and some more or less sincere efforts were made to check the 
extreme competition. One very large company, about 1880, 
announced that it would limit its business to one hundred thou- 
sand insured lives, but abandoned the plan as soon as the limit 
was approached, so that its only effect was to furnish the com- 
pany’s agents with the special plea that people should insure 
immediately before the limit was reached. These scandalous 
conditions disgusted all decent-minded executives, and James 
W. Alexander, of the Equitable, in some famous remarks, re- 
ferred to the situation as ‘“h——.” 

In 1892 the writer of this article began advocating legisla- 
tion which would gradually check extreme competition, with- 
out in any way interfering with the internal management of 
companies. The proposition met with general favor, except 
from the officers of the big companies, and the Insurance Com- 
missioners’ convention appointed a committee of seven promi- 
nent men to consider it. A leading insurance journal said, “The 
arguments in its favor are so weighty that they would seem 
to throw the burden of proof upon those who may be opposed, 
* %* #* = the subject is among the most important of life 
insurance issues.” Bills were introduced in several States to 
carry out the suggestion, but underground hostile influences 
were so strong that no result was attained. The writer pre- 
dicted that unless proper reforms were brought about in some 
way most drastic legislation would surely be enacted, which 
came about in the year 1906, when the Armstrong legislation 
in New York was followed by similar laws in several other 
States. 
the life business in this country, wrote in 1906, stating his 
agreement with my recommendations, and added, “The vindi- 


A leading Canadian executive, well acquainted with 


cation of your views has been slow in coming, but has been all 
the more decided and convincing.” 
There have been many severe financial experiences in the 


last half century. The crisis of 1873 was followed by great 
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financial stringency for five or six years; the investments 
of life companies were severely tried; first-class State and 
railway bonds dropped about twenty per cent under the 
pressure to sell, and many mortgages, particularly those on city 
property, had to be foreclosed. Illinois and Michigan six per 
cent State bonds sold as low as eighty-five per cent, though they 
had been listed at over 105 per cent. The older companies sur- 
vived the trouble, but many of the new companies could not 
stand the shrinkage in their assets and the loss of business 
due to mercantile stagnation. If the life insurance companies 
had at that time been guaranteeing cash surrender and loan 
values on the extremely liberal scale now in vogue, there is 
much reason to believe that the number of retiring companies 
would have been much greater. 


History oF CASH AND LOAN VALUES 

There were also financial depressions in the years 1883- 
1884, in October, 1892, and until October, 1893, when first- 
class railroad bonds sold at ten per cent below their usual value 
for a considerable period. Market values were low from De- 
cember, 1895, nearly all through the year 1896, and early in 
1898 there was a short but severe drop, owing to the Spanish- 
American war. There was also a time of depression in 1907, 
and again in 1912, when the demand for cash surrender values 
and policy loans became so heavy that several life insurance 
companies were compelled to resort to various excuses for de- 
laying policy loans and the payment of cash surrender values. 
Though no life insurance company has yet been rendered in- 
solvent by demands for cash surrender values, something 
exactly parallel once happened to a Philadelphia fire insurance 
company, which had a large number of “perpetual policies,” 
entitling their holders to demand a return of their deposits. 
These deposits were invested on bond and mortgage; and in 
1871, when the Chicago fire occurred, the company was unable 
to meet the demands for repayment, and, though fully able to 
pay all its fire losses, had to go out of business. 

The Massachusetts Act of 1881 required all the companies 
in that State to allow definite cash values on all new policies. 
The values guaranteed were so large that the writer and some 
other actuaries protested to Elizur Wright, the author of the 
law, who obtained an amendment, by which the values were 
somewhat reduced to allow for loss on the sale of investments. 
Most of the companies, however, immediately declared that 
they would not avail themselves of the right to make the de- 
duction. In this way competition has gradually led companies 
to guarantee far larger loan and surrender values than experts 
would ever have recommended. The State Insurance Commis- 
sioners, alarmed by the reckless competition between the com- 
panies, are now requiring that they shall not promise to pay 
cash values or loans immediately on demand. 

As the companies until recently have generally agreed to 
allow policyholders to borrow upon their policies at five per 
cent, the disposition to borrow will doubtless be very great in 
hard times, when money cannot be borrowed from banks at 
as low a rate, if at all, and should we have a crisis anything 
like that experienced in 1873 its effect on the companies might 
be serious. If policyholders under such conditions should gen- 
erally avail themselves of their right to pay premiums by notes, 
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the premium income of the companies would yield but little 
cash, and they might be compelled to call in their loans on col- 
lateral, and also to sell bonds at great sacrifices. 


DANGER OF UNWISE LEGISLATION 

For thirty years the writer has been stating unwise legis- 
lation to be the only risk against which the companies can- 
not protect themselves—that high mortality and low interest 
can be provided for, but not the possibilities of “fool” legisla- 
tion. State legislatures have afforded many illustrations of 
the above, and latterly dangers have arisen through the action 
of the Federal Government, both through unfair taxation, 
which the fraternal organizations are allowed to escape, and 
through laws and regulations depressing the values of many se- 
curities held by the companies. Nearly all the companies have 
a large part of their assets invested in railway bonds (and 
some, even, of the best companies hold a small proportion of 
railway stocks) the values of which have been greatly reduced 
through Government regulation, so called. The Association of 
Life Insurance Presidents in November, 1910, through Mr. 
Ide, President of the Home Life, made a very strong argument 
before the Interstate Commerce Commission for fair treat- 
ment of the railways. No result was attained, and the com- 
panies’ securities have depreciated ever since. This depression 
was greatly aggravated through the action of the Government 
in 1916, by which the railways were compelled to pay many 
millions in increased wages, without being allowed any cor- 
responding increase in income. The writer has been urging 
for some years that the companies should appeal to the policy- 
holders to use their personal influence with their Congressmen, 
just as the fraternal orders do regarding State legislation; 
paragraphs in companies’ annual reports, even if read, will not 
incite policyholders to action; something more special and stir- 
ring is necessary. 

Last year the insurance companies and trust companies or- 
ganized “the Association of Holders of Railway Securities,” 
which soon obtained a large membership of individuals and 
corporations. When it appeared clear that this Association was 
not making headway, and that a further depression in railway 
securities was impending, the writer, in November, urged that 
the life insurance companies should insert in the leading daily 
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papers throughout the country a stirring call to policyholders 
to protect their interests by personal appeals to their local Con- 
gressmen before the opening of Congress in December. The 
extent of the depreciation in first class railway bonds is exempli- 
fied by the sixteen bonds of which one of the very largest life 
companies holds four or more millions par value in each case. 
The values of these bonds December 31, 1913, were on the 
average six (6) per cent below the market values when Mr, Ide 
presented his argument ; by December, 1917, according to actual 
sales the values had fallen over seven (7) per cent further, 
and during the first three months of 1918 these bonds have 
fallen two (2) per cent lower, a loss of fifteen (15) per cent 
in less than seven and a half years. 

At various times the writer has joined leading life insur- 
ance men in preparing matter for the daily press, with satisfac- 
tory results, and from those experiences he believed last No- 
vember that a clarion call to policyholders occupying an entire 
page in the leading dailies in every large city would have 
aroused them to protect their own interests in these stirring 
times. Nothing was done, however, and since then railway se- 
curities have dropped considerably, as shown above. 

The writer has passed his entire business life in connection 
with life insurance, beginning with six years in the oldest com- 
pany in the country, where his position as assistant actuary, 
and for months as acting actuary, required acquaintance with 
all branches of the business. He has always been much in- 
terested in its practical working, as well as in its mathematics, 
and has been much “inside the counter” of companies both in 
conducting examinations of some of the largest, and also in 
showing crippled companies how to become strong. He was 
once tendered a vice-presidency in one of the very oldest com- 
panies, and outside of insurance, as an investor, he has had 
practical experiences in several lines.* As many readers may 
not be aware of these facts, he hopes to be pardoned for these 
personal statements, made solely to explain his expressing 
opinions on non-actuarial matters. 


*For example—as a director of a manufacturing company saved from _ bank- 
ruptey by him in 1915 and now paying full dividends. 





PALAIS POR 
LIFE INSURANCE DEVELOPMENT IN THE SOUTH 
By WiLMER L. Moore 


President, The Southern States Life Insurance Company, Atlanta, Ga. 


HE South has at last come into its own. Formerly 
it was dependent upon the East for financial aid 
in the development of its resources and industries, 
and upon the West for its food and feed supplies. 
While it is not now entirely independent of other 

sections of the country, yet the accumulation of wealth 

within the past few years has reduced to a very considerable 
extent the necessity for calling upon the financial interests of 


the East, and has cut down in no small way its purchases of 
food and feed. 
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Investors from the outside are received with a cordial 
welcome and opportunities are afforded which enable them 
to earn handsome returns upon the monies which they put out. 

While the South has been considered as primarily an agri- 
cultural section, yet the actual figures show that the output 
of her manufacturing exceeds in value the products of the 
soil. Its factories, mines, farms and financial institutions are 
giving excellent returns in the way of dividends and profits. 
The high price of cotton has made the Southern farmer prac- 
tically independent. It has caused the vaults of banks to 
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almost burst with money, and, with borrowers few, to find it 
difficult to profitably place their funds. [or the first time in 
the history of the South, its bankers have purchased com- 
mercial paper from the East and West in large volumes. 
The cotton mills of the South have proved veritable gold 
mines. The diversification of crops and the raising of live 
stock, principally cattle and hogs, have enabled the farmers to 
become bank depositors—creditors instead of debtors, as 
was practically the universal rule a few years ago. There were 
doubting Thomases in the years gone by with regard to the 
South as a field for cotton factories. No less a student of 
industrial conditions than Edward Atkinson said in 1881: ‘‘My 
Southern friends appear to have been somewhat disappointed 
because I will not commit myself to a recommendation of 
Southern cotton factories as an investment for northern capi- 
tal.’ Mr. Atkinson declined to write an article for a New 
Orleans paper in support of cotton mill investments, taking 
the position that he could not conscientiously advise such a 
course. The extent of his error is indicated by the multiplied 
millions profitably invested in Southern cotton manufacturing 
enterprises. Ile was friendly to the South, but ignorant of its 
possibilities, just as there are to-day many men among those 
who control the investments of big life insurance funds over- 
looking the enormous possibilities held out by the South. 
This wonderful era of prosperity makes for the sale of 
life insurance and the people, as a whole, are buying liberally. 
Hence, as an insurance field the South is attractive and prof- 
itable. The only drawback is the scarcity.of money in con- 
venient amounts, at low rates of interest, for mortgage loans. 
The life insurance companies are the source of this supply, 
and are able to take care of the demand in such way as to 
render the most practical service. A few organizations have, 
for many years, found this class of investment in the South 
attractive. Others have taken it up in the recent past in a 
small way, and are now enjoying its benefits. While, at this 
time, there is not so great a demand as usual for loans, and 
local parties are largely supplying the need, the condition is tem- 
porary, and in a short while the requirements are expected to 
obtain on a much larger scale than ever before. The tendency 


towards buying land is dominant. The building of better 
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houses, the improvement of farm property, the installation of 
modern machinery, the providing of more comforts and the 
improvement of his stock and products, are certain to be carried 
out, all of which will require new funds in large volume. 

These conditions will lead to the enrichment of the people, 
the building up of the farms, and a constant increase in land 
value. The present value of the best farm lands and the 
returns therefrom make the earnings upon invested capital 
and the manual effort of the farmer much more remunerative 
than in either the East or West. 

The life insurance companies can do no greater constructive 
work than will result from the investment of their funds in 
the South. And they cannot better serve their own cause, 
because such investments will not only command satisfactory 
interest rates but provide the maximum of safety. <A care- 
ful study of the marvelous growth of this section within the 
past quarter of a century will convince the most skeptical that 
it affords prospects and opportunities so vastly in excess of 
any other part of the country as not to be subject to com- 
parison. 
Greeley, more than fifty years ago. “Come South” is the invi- 
tation extended to life insurance companies in the investment 
of their assets and the securing of high-class business, the 
invitation coming from those who have had opportunity to 
learn of the unlimited possibilities offered. 

The Mason and Dixon line no longer separates a great 
people into factions of strife or politics. Its past is forgotten 
and obliterated. As someone has said, “The Mason and 
Dixon line is now but an imaginary line of demarkation 
between hot biscuits and cold white bread.” One life com- 
pany, not operating in Georgia, has loaned upon farm lands 
within the State, during the past fifteen years over twelve mil- 
lions of dollars without having lost a dollar of either principal 
or interest. 

The values are in the South—rapidly increasing values. The 
laws give ample protection. All that is required is confidence 
on the part of insurance companies with money to lend, a 
study of conditions and a knowledge of all the elements that 
go to make up the guarantees necessary in such transactions. 

Come South, gentlemen. A warm welcome awaits you. 


“Go West, young man,” was the advice of Horace 


CREDIT INSURANCE 
By C. M. BERGER 


Manager, Credit Insurance Department, London Guarantee and Accident Company. 


IEWED from the experience of the companies trans- 

} acting the business of credit insurance during the 

past two years and, without a proper understanding 

of the technical elements involved in its underwrit- 

ing or of the peculiar and unprecedented condi- 

tions which have controlled, during that time, it would ap- 

pear that this form of insurance is extremely profitable and 

the question naturally arises—why is not the business more 
generally undertaken by the casualty companies? 

The agent selling this insurance must specialize in it. He 
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must have all the qualifications that go to make up the high 
class solicitor, and of these patience is by no means the least. 
He must himself possess underwriting ability in order that he 
may, at any rate, secure such information as is necessary to 
build up the contract to fit the individual requirements of the 
prospect. This requires, on his part, more than ordinary ef- 
fort that he may acquire such insight into the business as 
will enable him to present to the underwriter such facts as are 
material to the risk under consideration. This accounts for 
the scarcity of material available for the successful and wide 
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propagation of the business and is one of the chief difficulties 
in connection with it. The company requires confidential in- 
formation relating to the insured’s method of doing business 
embracing figures showing the amount of annual gross sales 
and losses in past years also. other important facts which 
are often difficult to obtain. 

In the earlier years, and before credit policies were sim- 
plified in verbiage and broadened in coverage, much dis- 
satisfaction arose at the time of adjustment of claims through 
misunderstanding, by the insured, of the terms of the con- 
tract and also because the insurance had not been designed 
to properly meet the needs of each particular case. The 
business was propagated at the start on the basis of 
expansion of the insured’s sales. Prospects were attracted 
through representations by agents that business could be in- 
creased, credits extended and risks assumed which would not 
be deemed feasible or reasonably safe without the insurance. 
Coverage on individual debtors was provided in amounts clearly 
out of proportion to capital employed, thereby encouraging 
over-trading and leading to insolvency of debtors. These prac- 
tices produced unhealthy conditions and necessitated such pro- 
tective measures in the policies to offset, as far as possible, 
the abnormal risk which had not, theretofore, existed. The 
contracts were difficult of interpretation, they were ambiguous 
and often even misleading. 

The London Guarantee and Accident Company believed 
that it is feasible to insure against losses arising through in- 
solvency of debtors owing for merchandise shipped and de- 
livered. It also felt that the company which guarantees the 
insured against such losses is entitled to some control, some 
knowledge at least of accounts covered even before insol- 
vency occurs. It believed that, after insolvency, it should have 
absolute control of them, that it might have the final word in 
respect of salvage obtainable therefrom. It believed in the 
prevention of loss and that accounts, not too long past due 
and entrusted to it for collection should be paid to the insured 
within a reasonable time thereafter if it failed to effect the col- 
lection thereof. It believed that by employing proper system 
and effort, and through the control of a substantial amount of 
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claims against estates of failed concerns, much waste might 
be eliminated and the maximum amount of salvage realized, 
thereby reducing losses and effecting a saving to policy- 
holders in initial or own loss first to be borne by them, which 
may not be insured against. 

That these theories were sound has been proven in the 


Company’s experience covering thirteen years of practice. A 


policy of credit insurance was designated providing a service 
feature. The insured may file slow accounts for collection at 
current rates. Most policyholders now avail themselves fully 
of this privilege. This establishes confidential relations be- 
tween the company and the insured indicating the methods 
employed by each, thus providing such interchange of infor- 
mation and confidence as makes for the prevention of losses 
and increase in salvage from failed accounts through the 
equitable and honest administration of the affairs of insolvent 
debtors. 

The war has unquestionably provided a situation extremely 
favorable to this branch of insurance. Prosperity has abounded, 
though we may not, reasonably be guided by it in our 
underwriting for the immediate future. When times are good 
and policyholders are enjoying larger profits than ever 
dreamed of before, their normal and leaner years are quickly 
forgotten and the conditions of the moment are often regarded 
as unchangeable and a fixed disposition to leave outstanding 
accounts unguarded is encountered. 

That there will be a change must, of course, be conceded. 
It is our duty to ourselves and our insured to anticipate it 
and make due preparation. The increasing demand for this 
insurance, the growing interest in it as the war is prolonged, 
indicates that a feeling of doubt and apprehension exists as to 
what will occur when re-adjustment is forced upon us. Manu- 
facturers and traders are now more generally in agreement 
regarding the benefits and desirability of this form of insur- 
ance and an increased volume of business is assured for 1918. 


FIVE YEARS’ DEVELOPMENT IN ACCIDENT PREVENTION 


By Davip VAN SCHAACK 


President, National Safety Council 


HE outstanding features in accident prevention dur- 
ing the last five years may be summarized as 
follows: 

1. Demonstration, by actual practice, that 
seventy-five per cent of all fatal and serious acci- 





dents may be prevented. 
2. General recognition by plant executives that practical 


lessons in education are of more importance than mechanical 
safeguards. 
3. That leadership in safety work is absolutely essential. 
Scientific study of accident prevention had its birth in the 


64 


formation of the National Safety Council about five years ago. 
Previous to that time sporadic attempts to provide safe work- 
ing conditions for employees had placed on the statute books 
of the National Government and those of many of the indus- 
trial States an uncorrelated mass of so-called remedial legis- 
lation. Railroad companies, for instance, were required to 
observe certain standards of safety equipment when engaged 
in interstate commerce ; when engaged in intrastate work the re- 
quirements varied at every State line. Manufacturers were 
required to observe standards set by the State Legislation of 
Massachusetts, for example, radically different from the stand- 
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ards established by the legislation in Illinois. As a result, con- 
fusion reigned and scientific analysis of results 
through legislation enactment was impossible. 


accomplished 


“INHERENT Risk” 

On September 30, 1912, the First Safety Congress of the 
National Safety Council convened in Milwaukee, Wis., with 
about forty delegates in attendance. The initial meeting was 
held under the auspices of the Association of Iron and Steel 
Electrical Engineers, these gentlemen offering their collective 
around which to 
a whole. Seven 
sessions were held and plans outlined for intensive study along 
sectional lines to cover the following divisions: 


experience in the steel industry as a nucleus 
build a national organization for industry as 


Federal, 
State, 


One of the significant features at this congress was the presen- 


Transportation, Miscellaneous. 


Mines, 


Manufacturing, 
Iron and steel, 


tation of the following analysis of accidents in a hazardous 
employment : 


Number of Per Cent 

Accidents of Total 
NICH ENRS BIOs oh ocale fore atn a ase ret naa eee 2,616 80.7 
Wyoumstcansciay S: feuta NG so o-o.cis: 55-0 vee aistared aereennlice tewreiS.< 398 123 
Fellow setvant's fawhe:< 0s <<.0..canccdeccotuweats es 132 4.1 
PYMpIOVGES: TAWlt soc. a4.c erence oe ccaen one. 69 Al 
GQ BONIAN STEAM 0 o0eio co's Seid as ceiae Geena ee 17 0.5 
EE PERSON(S: Tattle < occas c voces onewoesaceu: 9 0.3 
3,241 100.0 

This table, accepted at the time as an approximately correct 


analysis of accidents in hazardous industries, has been com- 
pletely revised in the light of five years’ experience. “Inherent 
risk” has taken on an entirely different interpretation, as scien- 
tific study has afforded a truer classification. This is typified 
by an analysis of accidents for the month of November, 1917, 
in a single company: 


Men employed 


Be ae SIL cia S Snares Pen ara AON. Bo Mcrae Sa eta ee ere 1,309 
Total accidents Behe. 4 
Percentage Of Men Injured. ..62..o5 coscee ccc cnsne nce cccenes 0.31 
Percentage of men injured in November, 1g16................ 1.14 
BIGGS ee ra arin rat ae oink tee para tha eg fe nd ct err ee 72,81 


A second company, with about the same number of em- 
ployees, did not have a single accident of any severity for the 
month of February of this year. 

Exhibits of this nature might be continued at considerable 
length—fifteen major organizations show an average reduc- 
tion during the period mentioned of sixty-one per cent. What 
has become of the “inherent risk’—the scapegoat classifica- 
tion of a few years ago? 


GROWTH OF THE ACCIDENT PREVENTION MOVEMENT 

The initial membership of the National Safety Council at 
the close of the First Safety Congress numbered 40. One 
year later 731 companies had been enrolled. On July 1, 1915, 
this number had grown to 1211; August 1, 1916, 2120 com- 
panies were members; August 1, 1917, the National Safety 
Council’s books recorded 3600 active participants. 

Inasmuch as representation of individual memberships, 
rather than company affiliations, affords a more comprehensive 
basis on which to record progress, the following will be of in- 
terest: The close of the first year’s effort as a national body 
showed 2155 executives, managers, plant surgeons and safety 
engineers receiving the council's educational service, with 750,- 
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ooo employees reading the bulletins ; 1915, 4965 representatives 
and 2,000,000 workmen; 1916, 10,000 representatives and 3,- 
500,000 workmen; 1917, 15,400 representatives and 4,500,000 
workmen; to date, 18,000 representatives and 6,000,000 work- 
men. 

During the five-year period contributions in the form of 
dues to this co-operative, non-profit taking safety organiza- 
tion have grown from $1400 in October, 1913, to more than 
$125,000 for the current year. 

PracticAL Lessons IN SAFETY EDUCATION 

Almost with the inception of the safety crusade, direct con- 
tact was established with the workmen in the industries by 
means of photographs, posters, blue-prints, leaflets and other 
accident prevention literature. As safe practices in an industry 
were developed, the lesson was spread broadcast, the newer 
and safer way of performing the work being contrasted with 
the dangerous methods which contributed so largely to the so- 
called “inherent risk” of the occupation. In addition to posters 
and bulletins, one recognized accident hazard was exhaustively 
treated each month in leaflet form, and this became the com- 
Many 
industries established bonus systems or offered prizes for im- 


mon property of plant executives and safety engineers. 


provements in method or in mechanical devices; these, too, 
were placed at the disposal of the entire country. 

Educational work, while primarily intended to cover the 
accident hazards of the industry, has been extended to pro- 
tect the home life of the worker and his family. Safety lessons 
have a recognized place in the curriculum of thousands of pub- 
lic schools. Traffic regulations in our city streets typify one 
outgrowth of the movement. Safety Sunday in the churches, 
another ; sane Independence Day celebrations, community play- 
grounds, and a score of similar activities may be traced directly 
to the slogan of Safety First—the watchword of the accident 
prevention movement. 

Lessons in citizenship and the English language were direct 
results of the shop campaigns to reduce the number of mishaps 
through misunderstanding of orders on the part of foremen. 
New workmen in an industry were required to study rule 
books prepared for their enlightenment and guidance and ex- 
aminations were held to insure proficiency in their studies—this 
was recognized as being equally important as production. 
Under the newer industrialism thousands of bulletin boards 
carried the order: “It is better to cause a delay than to take 
the chance of causing an accident. Be careful! When in 
doubt, consult the foreman. Think safety!’ Emphasis was 
placed on the educational feature of safety work by every up- 
to-date plant executive. 


LEADERSHIP IS ESSENTIAL 


Just as the need for co-operative educational methods paved 
the way for a successful National organization of the scope and 
character typified by the National Safety Council, the formula- 
tion of details in the work emphasized the need of scientific 
training in leadership. In September, 1912, the executive head 
of one of the largest corporations in the world, over his own sig- 
nature, indicated the determination of his company to foster 
such leadership to its logical conclusion. The wording of the 
letter of instruction to plant managers is significant: 
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Make every effort practicable to prevent injury to 
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employees. Much can be done by designing new construction 
and machinery with all practicable safeguards. 

“Expenditures necessary for such purposes will be author- 
ized. Nothing which will add to the protection of the work- 
men should be neglected. The safety and welfare of your 
workmen is of the greatest concern.” 

About the same time another great business enterprise, in 
an official communication to superintendents and foremen, gave 
these instructions : 

“A large number of our experienced foremen and experts 
have been consulted and the experiences of other companies 
have been duly considered. To make our safety rules thor- 
oughly effective they must be backed by the interest and effort 
of every man in the employ of the company. * * * Careless- 
ness, either for one’s own safety or for the safety of fellow 
employees, will be sufficient cause for discharge. 

“These regulations are the first step in the undertaking we 
have in mind; the effort must continue to make every place 
throughout the works as safe as is reasonably possible. Super- 
intendents and foremen are instructed to warn their employees 
of places where they know danger exists, and we wish em- 
ployees to warn their fellow employees, who may be inex- 
perienced, of the dangers to be avoided.” 

Hundreds of similar orders issued during the last five years 
might be quoted. Accident prevention has “arrived.” 

With the expressed determination on the part of the leaders 
in industry to inaugurate scientific safety work, plant managers, 
superintendents and general foremen set to work on detailed 
plans to further the movement—usually taking concrete form in 
Rule books, Departmental safety meetings, 
Stereopticon lectures, Exhibits of unsafe tools, etc., 
Moving pictures, Demonstrations in safety 
Foremen’s meetings, work. 

Plant safety meetings, 

Leadership in these activities was assigned to the four prin- 
cipal departments of plant management: (1) Production, 
(2) Safety, (3) Employment, and (4) Medical. In smaller 
operations these duties were modified and correlated into three. 
two, and even one department, to meet the needs and scope 
of operations; but in no successful operation were they en- 
tirely lacking. 

Production naturally was given first place, and here the 
greatest difficulty arose. For the first year or so considerable 
difficulty was experienced in securing ungrudging co-opera- 
tion from old-line foremen, to whom accident prevention took 
on the character of “coddling” the men. Workers, too, espe- 
cially those engaged in hazardous occupations, were prone to 
look upon safety work as something reflecting upon their skill 
and hardihood. Five years’ intensive labor has been required 
to break down most of these barriers—to-day safety work is 
recognized as an integral part of production. 

Safety departments were inaugurated as an intervening 
medium between production officials and employment depart- 
ments, and the duties of the engineers in charge was wholly 
educational. To this department was delegated the duty of 
first-hand transmission of executive orders in accident preven- 
tion to production officials and plant employees. Work of this 
character was usually inaugurated after a careful study of 
plant conditions, in what is often termed “good housekeeping” 
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—clearing of work aisles and passageways through the shops, 
piling or storage of materials, care of tools, etc. The second 
step embraced guarding of machines and the purchase or build- 
ing of safeguards; third—ladder, stairway, platform, runway 
and floor construction and maintenance; fourth—shop move- 
ments of material, whether by crane, tram, or industrial rail- 
ways; fifth—studies in safe practices, the coding of signals 
and the formation of shop rules and standards. All through 
the several activities, depending upon the process in the depart- 
ment or of the industry, was an interweaving of activities for 
proper and adequate ventilation, sanitation, lighting and 
hygiene. The duties of the safety engineer are more com- 
prehensive than those assigned to any other official in the plant 
and call for the most unremitting forethought and constant 
watchfulness. 

Successful accident prevention work by safety engineers 
has been classified as to efficiency under several topical heads, 
each covering one phase of safety work. The essentials to 
success follows: 

Efficient co-operation by plant executive. 

Sympathy and support in the movement by plant foremen. 

Comprehensive inspections for unsafe conditions. 

General safety committee. 

Departmental safety committees. 

Authority to enforce shop safety rules for the wearing 
goggles, respirators, etc. 

Reorganization of employment departments was more easily 
accomplished. Being in the hands of younger men, the full im- 
port of the movement was quickly grasped and prospective em- 
ployees were subject to more careful selection as to— 

(1) Physical qualifications, 

(2) Mental capacity and characteristics, 

(3) Experience in character of work to be performed, 
inspection for, 

(4) Chronic or latent physical defects, and, 

(5) For communicable disease. 

Medical departments were required to report on the prev- 
alence in the plant and to avoid in the employment of new 
men those suffering from— 


Tuberculosis, Astigmatism and defects of 
Trachoma, sight, 

Industrial infection, Defective hearing, 

Hernia, Nervous or chronic afflictions. 


Venereal diseases, 


Millions of dollars have been expended by plant execu- 
tives during the last five years in achieving success along the 
lines partially covered by the activities outlined in the above 
programme. Thousands of accidents have been eliminated be- 
cause of such prevention work—probably 20,000 working 
men and women owe their lives to the unselfish efforts of 
employers to make work places safer and more healthful. One 
hundred thousand serious accidents, possibly involving the 
loss of a limb or of the sight of an eye, and a million lesser 
mishaps, have been prevented through the co-operative efforts 
of plant officials, foremen, safety engineers, employment 
officials, industrial surgeons, safety committeemen and em- 
ployees in mutual efforts for accident prevention. 

Leadership in the work has evolved a literature of its own, 
and a million safety lessons are printed each year and find 
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places on shop bulletin boards. Magazines, leaflets, pamphlets 
and warning notices have reached a degree of perfection found 
in no other branch of industry. Much of this work is the con- 
tributed safety experience of the members of the National 
Safety Council. 

This, briefly, is the history of five years’ incessant labor 
to overcome industrial accidents, or, summarized in a single 
phrase, “Nothing is so valuable economically as a man; a death 
toll is no part of a properly-managed industry.” Analysis 
shows: 

I. An awakening, caused by— 

(a) Publicity that has compelled a realization of 
the inhumanity and fearful economic 
waste of accidents ; 

(b) The conviction that accidents are preventable. 

If. The employer has endeavored to prevent accidents— 

(a) Impelled by his humanitarian impulses; 

(b) Spurred by compensation laws that put the 
burden and responsibility on the industry. 
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III. The result has been— 

(a) A great and gratifying reduction in the num- 
ber and severity of accidents through me- 
chanical safeguarding and education of 
workmen ; 

(b) Safety work is a big money saver over old 
accident conditions ; 

(c) Safety work is accomplishing manufactur- 
ing results and is a great aid to industrial 
efficiency and economy ; 

(d) Employer and employee, through accident 
prevention work, are meeting on a com- 
mon ground of mutual interest, thus pro- 
ducing a fellowship of good feeling and 
co-operation in industry that nothing else 
could have accomplished. 


ot Pan Cehaah 
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INSURANCE MAPPING 


By N. W. 


S often as a so-called history of insurance maps is 
written, all mention of the man behind the gun, 
the field man or surveyor, has been just as regularly 
omitted. Not with any idea of belittling his services 
exactly, as he holds the record of being the best 

jollied man either afloat or ashore, but because these histories 

have to do with the product and not the producer. 

As long as insurance companies have been paying dividends 
there has been a reason for an outsider or field man who, in 
addition to his regular occupation of inspection, would occa- 
sionally make a sketch or plan to show the area or exposure of 
such plants as might, in his opinion, require more than a writ- 
ten report to express existing conditions and surroundings. 

That the Chinese made use of such a plan as far back as 
1620 may be found in a map of Hong Kong, showing a por- 
tion of the city which may easily be identified as being intended 
for insurance purposes, even to a similarity of coloring. In 
lieu of cross sections or an isometric, however, they have por- 
trayed on the border of the map the “eventuality of living,” 
awarded the policyholder, who might insure with an eye to 
making a profit thereby, and which appears, to judge from the 
story as told in the sketches, a very sad, sad story. 

Charles Dickens immortalized, under the name of Peck- 
sniff, an old humbug who kept a school in the vicinity of Salis- 
bury, England, and who may be remembered by readers of 
“Martin Chuzzlewit” as a teacher in the art and mystery of land 
surveying and architecture. Pecksniff, by the way, had a real 
being, and trained, among others, William Perris, the first man 
to make the insurance map a commercial possibility. Mr. 
Perris, too, was the first field man to map a city the size of 
New York, and may, without question, be called the Nestor of 
the insurance map industry to-day. 

To-day we have maps—and still more maps—designed to 
cover cities, towns and villages, special plants, isolated loca- 
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tions or indvidual risks, all designed to one end, that the Under- 
writer might read as he runs along and learn at a glance all 
there is to know concerning the location he might be interested 
in; and we have come to believe that while insurance com- 
panies may come and insurance offices may go, the insurance 
maps, like the little brook, go on forever. 

So much for the map itself. The man who actually covers 
the ground and collects the data—the man responsible for the 
map—still remains. To-day there are hundreds of him con- 





tinually covering the ground, collecting or revising the data. 

These men are taken from all walks in life, and can only 
be considered as successful in their chosen work by the fact 
of their having fallen into the groove for which they were 
originally designed—a real surveyor being born and not made. 
Training, of course, is essential ; and while it is within the range 
of possibilities to make a survey out of even the crudest ma- 
terial, the results of so doing are likely to be just as crude. 

A good field man requires a combination of abilities un- 
looked for in the average man of maps. He must be sound 
physically and able to make light of such minor inconveniences 
as night travel, extremes of temperature, uncertain commissary 
and poor accommodations; and be able, notwithstanding all 
these, to concentrate on the work in hand, which, in the course 
of his labors, may require all the facilities of a diplomat or a 
technically trained student of architecture, engineering, chem- 
istry or manufacturing, a linguist and expert traveler—even 
and the ability to do some clever work with a 





an artist 
camera. 
Assignments for work cover every field and climate, until 
the saying, “No distance too great, no country too wild,” has 
become a proverb more likely to be met with than forgotten. 
Insurance surveyors must not be confused with inspectors, 
nor with schedule rating men, bureau inspectors and such, 
although it frequently happens that all three may be combined 
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under one hat, in which case it is the map that usually suffers 
the most and loses much of its detail in the general scramble 
after information, for the data generally incorporated in the 
surface of the map resolves itself into a well groomed report 
or is boiled down into more concise form as a rating schedule. 

The map man, as the insurance world knows him, prefers 
to confine his efforts to the drawn sheet, and you rarely find 
any detail of importance omitted even in that congested area, 
for the finished map constitutes his only record. 

He works alone, too—and a lonely life it is for the man with 
home ties. Moving from place to place continually, he gets to 
lose a sense of time and distance, his days being made up of 
area and contents, size, proportion and average, and his nights 
in a well earned rest; for the field man is among the very few 
one finds abroad and away from home who are disinclined to 
gambol in the evenings—or on Sundays, either. Their only holi- 
days are rainy days, when they find the opportunity to “clean 
up,’ as it is termed, which means that they embrace those golden 
hours—otherwise wasted—to catch up with their outside work, 
arranging sheets, drawing key maps, writing up marginal notes, 





etc., and making the work generally presentable for finishing 
in the draughting room or home office. 

Working alone as they do, it is required that these field 
men shall be 100 per cent efficient, producers in any sense of 
the word, between their capability for turning in reliable work, 
accurate and complete to its last detail, in the time assumed to 
be necessary for such—for speed is considered as having as 
much to do with a field man’s ability as the result. 

An old time surveyor once coined the remark that a field 
man “never sleeps, seldom eats and only dies once,” all of 
which I have learned to be founded on the wisdom of 
experience. 

The making of maps, however, is pretty much the same the 
world over, wherever insurance maps are required, with only 
such minor changes of climate, architecture and peoples to 
make them at once more complex and diffcult to render in an 
intelligible manner. 

A field man now with a large New York City insurance 
house can probably lay claim to having made insurance sur- 
veys in more foreign countries and isolated corners of the globe 
than the average artist in that line, and after ranging across 
the seven seas, from London to the Gold Coast of Africa, and 
into the Gulf of Mexico, he yearns for Japan as about the 
only land where he has failed to record his trail in the 
familiar Red, Blue and Yellow of a Fire map. 

He tells us, when speaking of his experience, that an A fri- 
can native evinces no more curiosity concerning him, when 
making maps of the coast towns, than the average country store- 
keeper out in Hickstown, somewhere near Kansas, except that 
he usually arrives at a closer deduction as to the purpose of it 
all than his more enlightened white brother. 

Our own United States is naturally the field man’s elysium, 
where it becomes a question of gaining access to premises, pri- 
vate grounds, roofs and otherwise restricted areas open to 
him. He is welcomed at the doors of large plants, and no en- 
trance may be said to be denied him, credentials being in most 


cases the only requisite, though not always. 
The British Isles, on the other hand, present a far different 
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welcome when viewed from the outside of the Englishman’s 
castle. In this territory the native guards his premises as 
jealously as his trade secrets, and the map man is likely to be 
looked upon as a rank outsider, no matter in whose interests 
the work is being done. France and Germany likewise present 
similar obstacles in the path of the indefatigable wielder of a 
50-foot scale, as anything savoring of maps or plans usually 
requires the government seal of approval to insure safe 
conduct. 

In Mexico, too, any Gringo or American enterprise is looked 
upon with suspicion. State credentials, even when viewed by 
the local authorities, are not always sufficiently convincing to 
overcome the natives’ suspicions as to the field man’s disin- 
terestedness in anything beyond the desire to make a map for 
insurance purposes and for no other known reason, military or 
otherwise. Looking at it from their viewpoint, he may, might, 
could or will see and learn “mucho” (and he usually does, at 
that). Soa fair working schedule in that dear Mexico is about 
two to one, that is, two days’ real work and one day in a deten- 
tion locality—sometimes termed a jail, just as you prefer it. 

Africa, West or South, spells for freedom—freedom of 
access, information or perspiration; but too much inquisitive- 
ness on the part of the map man may be resented even there, 
for Colonial Governments, through their officials, lay a strict 
guard over and against any interloper where trade secrets are 
apt to be learned. Turkey, Egypt and Siam present like 
obstacles, so far as a true inquisitive or other zealous field man 
is concerned; and maps of Constantinople or Alexandria, 
while appearing to resemble the ordinary insurance plans, will 
be found deficient in many of the details which go to make 
our local maps invaluable. 

It must be apparent that the possibilities which an obser- 
vant field man stumbles across in his track are unlimited. 
Through no real effort he may glean a true insight into the 
true history of the world’s trade as he follows it from the 
mines and fields, or in the factories wherein it is brought into 
being, down to the wharves and still across the seas, into the 
markets of the world, still watching it with a trained eye, bar- 
tered and exchanged for something as strange or as useful, 
which later on he will find on the looms or in the spice mills 
of his own land. 

Generally speaking, his perspective broadens in more ways 
than that of his less fortunate fellow man, whose path is limited 
and his powers of deduction of a necessity is about equal to the 
fourth dimension for many reasons, for to see, to hear, to 
listen and to learn while asking question upon question, to 
move and to keep moving while engaged in the actual compila- 
tion of the maps you will find sooner or later laid in your 
rack or upon your counter, require all the energy and attention 
at once and at the same time to be expected of any ordinary 
mortal except a field man. To him it is the elixir of life, and, 
as he follows the sun in his daily track, he will carry with him, 
in addition to his record in all the cordinal colors, a memory of 
many strange scenes and events when insurance mapping 
around the world. 
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THE DEVELOPMENT OF FRATERNAL LIFE INSURANCE 


By W. H. Hunter 


President, Independent Order of Foresters 


WHE Fraternal Society was not concerned originally 
with life insurance or its principles. It drifted 
into life insurance as one of the means of being 
useful to its members. The early fraternal 
society was formed chiefly for companionship 
and fraternal help to the member in sickness 
or other distress. There was then no medical examination ; no 
regular payment by members, except lodge dues, and all mem- 
bers paid the same dues, regardless of age, at entry. The lodge 
box was opened to make such grant to the sick or distressed 
brother as his lodge brethren thought proper. 

The first step towards life insurance was when the lodge 
brethren no longer depended wholly upon the lodge dues for 
their benevolence, but upon the death of a member took up 
a collection for the widow so she might have a little money in 
the house in her time of need. The next step was when the 
lodge, in place of relying on the voluntary contribution of the 
brethren when a death occurred, levied an equal assessment 
upon all the lodge brethren, and presented the proceeds to the 
widow. Next the custom grew up of notifying sister lodges of 
the death, when a similar assessment was made by each lodge 
and the resulting benevolence was sent to the lodge in which 
the death had occurred to be added to the present to the 
widow. Irom this it was but a short step to the first form 
of the Fraternal Life Insurance Certificate; viz., a promise 
to pay to the widow of the member the proceeds of one assess- 
ment upon all the members, but not exceeding one thousand 
dollars. There was still no medical examination of the appli- 
cants for membership, no payment into an insurance fund 
by the members until a death had occurred and an assessment 
was made; when the assessment was made each member, what- 
ever his age at entry, paid the same as every other member 
paid. If there had been no development from this beginning, 
fraternal life insurance would long since have been extinct 
as the dodo. 


PIONEERING IN FRATERNAL Lire INSURANCE 

The pioneers of modern fraternal life insurance, among 
whom notably was the late Dr. Oronhyatekha, without aban- 
doning the social, benevolent and fraternal work of the early 
fraternal society, added for the purpose of the life insurance 
benefits of the society central medical selection among appli- 
cants who were medically examined by the lodge doctors, a 
fixed payment by each member monthly into a central insur- 
ance fund, whether a death had occurred or not, and a rate 
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of monthly payment graded according to the age of the mem- 
ber at his initiation. These changes, introduced about the year 
1881, were the foundation of the modern system of fraternal 
life insurance. 

By central medical selection it was possible to have a fra- 
ternal society nation-wide. The fixed monthly payment was 
the true beginning of an insurance fund which made it possible 
in future years to transmute fraternal assessment insurance 
into fraternal life insurance with adequate reserves. And pay- 
ment, graded according to age, was the first timid recogni- 
tion that the principles of life insurance were common to all 
forms of the contract, whether it was the benefit of a fra- 
ternal society or the policy of a multi-millionaire life company. 

The monthly rates of premium established in those early 
days of the older fraternal societies seem, for the most part, to 
have been purely arbitrary, although some early rates do bear 
a suspicious resemblance to the one year term rates to be 
deduced from contemporary tables of mortality. It was the 
age of the reserve in the pocket theory. A society was en- 
tirely satisfied that it had made ample provision for all future 
demands when it reserved the power to require the members 
to pay one or more additional assessments if the regular 
monthly payments proved insufficient to pay matured claims. 

After all, for the great majority of the members, the life 
insurance benefit was but part of the attraction to member- 
ship in a fraternal society. The ritualistic ceremonies in the 
lodge and at the grave, the social and benevolent features of 
the lodge, the visitation of the sick, the attendance by the lodge 
doctor, the hospital and surgical help, the sick benefits, the 
sanatoria, orphanages and homes maintained by the societies 





these, or some of these, appealed more strongly to a large 
part of the community than the cold calculations of life insur- 
ance. This is still the reason why the amount of the inil- 
vidual certificate of the fraternal life insurance societies, when 
more than nine billion of dollars of such insurance is averaged 
over all the certificates, is slightly under one thousand dollars. 


HAPPENINGS IN THIRTY-FIVE YEARS 

For the next thirty-five years, the fraternal societies oper- 
ating on such tables of rates enjoyed a specious prosperity, 
disbursing in the aggregate huge sums of money to the bene- 
ficiaries of their members. The advancing age of the mem- 
bership in the older societies, with its resultant strain on cur- 
rent receipts, led the managers of such societies to a close 
study of the life insurance branch of their work, and for the 
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first time the actuary came to be received, not as an open 
enemy, but as a helpful coadjutor in working out the best solu- 
tion of existing conditions. By this time, also, the volume of 
the transactions of the fraternal societies had attracted the 
attention of the public authorities, with consequent examination 
of the basis of the structure, and there was soon a demand for 
a legislative minimum table of rates for new societies. The 
older societies, from time to time, adopted modern tables of 
rates, but for long declined to make them applicable to past 
issued certificates. More and more it became clear that all 
the valuable fraternal work undertaken by the societies de- 
pended in the last analysis upon the soundness of the life insur- 
ance undertaken by the societies upon the lives of their mem- 
bers. For, if the life insurance fund failed, the legal exist- 
ence of the society was at an end and all its splendid fraternal 
activities would also come to a sudden stop. 


LEADING FRATERNALS Favor ADEQUATE RESERVES 


The leaders of fraternal life insurance very generally co- 
operated with the authorities in establishing an acceptable 
minimum standard of reserve for fraternal life insurance, and 
in placing upon the statute book the compulsion of publicity 
of valuation balance sheets to be followed, if that pressure 
was not sufficient, by exclusion from further license. This 
statutory compulsion was necessary in many instances to in- 
duce the membership to acquiesce in the necessary recon- 
struction of former rates and plans of insurance. 

For a while fraternal societies were hampered in their plans 
of readjustment by a lack of co-ordination between the legis- 
lative and judicial branches of the State. Legislatures were 
saying to the societies that, as the condition for continued 
existence, they must remedy early mistakes in rates and con- 
tracts so as to have adequate reserves for all their outstanding 
life insurance liabilities. The judges were for a time inclined 
to hold that these early rates and contracts were immutable, 
even if the Society must collapse thereunder. But during the 
last quinquennium the judges, as the result of a better presen- 
tation of the case for the societies, have almost uniformly up- 
held the power of the society to make such changes as are 
reasonably necessary to make it actuarily solvent. Many of 
the leading societies have now completed their task by steps 
within the law, as interpreted by the judges, and have placed 
the whole of their life insurance on a sound basis. 

With the change of fraternal life insurance from the hap- 
hazard rates and promises of the past generation to adequate 
rates and adequate reserves, we should expect the further 
development of the fraternal system on its life insurance side 
to take the form of more scientific contracts covering the usual 
contingencies of death, disability from following usual employ- 
ment and the burdens of old age. 


NECESSITY FOR READJUSTING STATUS OF RETIRING MEMBERS 


Hand in hand with this adjustment of useful benefits to 
the most moderate rate of premium must come recognition of 
the equity of the member on withdrawal from the society in 
the accumulated life insurance fund. By reason of the 
assumed higher rate of interest earning and by the safe dis- 
counting of his probability of withdrawal and by the lower 
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expense ratio, the member of the modern fraternal society has 
an immediate advantage in the lower premium rate he has 
to pay from the outset of his membership. But this will 
not permanently satisfy the membership or the public that the 
withdrawing member has no further right in the reserve 
maintained in respect of his certificate. It is, in the present 
view of fraternalists, repugnant to the objects of the society 
on its fraternal side to encourage withdrawal by giving cash 
surrender values. For the central object of the fraternal 
society is to unite the members in such works of fraternal 
benevolence as the society chooses for its field of endeavor. 
Life insurance is but an important part of the machinery the 
society uses in its fraternal work. The co-operation of the 
member, whether voluntary or involuntary, is lost by his with- 
drawal, and any plan of cash surrender value would have the 
effect of encouraging withdrawal on slight occasion. 

Fraternal societies have been rightly jealous in securing 
the benefit of their life insurance to the dependents of the 
member. The member has no control over his life insurance 
benefit, except to change the beneficiary within the permitted 
group of dependents. He cannot make the fraternal life insur- 
ance certificate available as a source of credit or assign it 
to secure a debt. To provide a cash surrender value would 
seem to defeat his protection for the dependents of the mem- 
ber by allowing the member to obtain for himself, when he 
chooses, the value of the certificate. 

It would be consonant with the principles of the fraternal 
system to recognize the equity of the withdrawing member by 
continued insurance or by paid up insurance to the extent of 
the member’s interest in the life insurance fund of the society. 
By borrowing these features from the plans of the commer- 
cial companies, the life insurance of the member of the fra- 
ternal society could still be kept inviolate for the protection of 
the dependents of the members. Particularly will these fea- 
tures be available to the soviety which undertakes to give its 
members contracts limited as to the number of years during 
which premiums are to be paid or contracts of long term en- 
dowment insurance. It would seem, however, if the society is 
to wholly prosper in its fraternal work, that such continued 
or paid up insurance should be contingent on the member re- 
maining a member of his subordinate lodge. He will thus, 
although relieved of his life insurance premiums, still be a 
partner in the fraternal work of the society, and will not be 
separated from the fraternity until the expiration of his en- 
dowment period, or of the period during which his life insur- 
ance benefit is extended. 

The next few years will see the societies which have placed 
their affairs in sound order taking up these questions actively, 
and we may be sure that the men who have solved the larger 
problems of fraternal societies in the past will not fail in 
reaching an acceptable solution. For such societies it is safe 
to predict an increase in members and in fraternal usefulness. 
For it is the privilege of the fraternal society to touch the lives 
of its members at as many angles as is possible in order to 
make the life of its members better worth the living. 
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WHY A WELL MANAGED LIFE INSURANCE COMPANY NEED NEVER 
BE SURPRISED BY SURPRISES 


Illustrated by Events in the History of a New York Company 


By WILLIAM ALEXANDER 


Secretary, Equitable Life Assurance Society 


VERYBODY knows enough about fire insurance 
to make practical use of it. And most people 
think that the only difference between fire insur- 
ance and life insurance is that the former is a 





protection against losses from fire, and the latter 
a protection against losses following in the train of death. 


A UNIQue BusINEss 


This is one of the reasons why most laymen have such 
misty notions about life insurance. For life insurance is, in 
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THE OLD EQUITABLE BUILDING, NEW YORK, DESTROYED 
BY FIRE IN 1912 
many respects, unique—essentially differing from all other 
kinds of insurance and all other lines of business, 


Nor Like Fire [INSURANCE 
Fire insurance, for example, is a safeguard against a pos- 
sible but improbable injury. The man who enters into a con- 


tract with a fire insurance company agrees to pay a certain 
sum (a premium) from year to year, expecting and hoping to 
get no return. Under no circumstances will he get his pre- 
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NEW EQUITABLE BUILDING, NEW YORK, COMPLETED IN 1915, 
IN WHICH THE EQUITABLE LIFE OCCUPIES OFFICES FROM 
THE SIXTH TO THE ELEVENTH FLOORS, INCLUSIVE 
miums back. Hence they are an expense. And if he gets any 
return at all, it will be because his property has been con- 
sumed; and then he will realize no profit: he will get only 

the value—or part of the value—of what he has lost. 


Not IF But WHEN 


In every life insurance transaction* a return is certain. 





The premiums are deposits on account of a sure asset. The 
time at which the investment will mature may be uncertain, 
but it is certain that at some time it will mature and be paid. 


* Except in the case of “‘term” insurance, which is temporary, and is therefore 
something like fire insurance. 
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STABILITY 
In some great conflagration, a local fire insurance company 
may go by the board. In some great sea disaster, a marine 
But such perils do not threaten 
That is be- 


company might face disaster. 
a properly conducted life insurance company. 
cause of the stabilty of the “law of mortality’ 
its obligations mature. 


’ 


under which 


IMPORTANCE OF SECURITY 

The chief province of the life insurance company is to pro- 
tect widows and orphans. Hence it ought to be the safest of 
all financial organizations. And, happily, if it is prudently 
managed, it ts the safest, because its obligations mature in 
accordance with this law of mortality, which works with the 
same accuracy and deliberation during periods of financial dis- 
turbance as it does when con- 
ditions are normal. This is in 
strong contrast with the situ- 
ation of banks, trust compa- 
nies, and other business or- 
ganizations, whose obligations 
vary with the fluctuations in 
the money market and with 
the rise and fall of investment 
securities, 


SURPRISES NEED Not BE 
FEARED 

This stability enables the 
managers of a well established 
company to prosecute their 
business with serene con- 
fidence. If they exercise rea- 
sonable prudence, they need 

never be taken by surprise. 
To illustrate this, let me 
call attention to some of the 


unexpected events in the his- WAS BURNING ( 
tory of the Equitable Society 


—the company with which I am connected. 


War NEep Nor Be Dreapep 

That company was launched in 1859; and it had scarcely 
got on its feet when our country found itself in the throes of 
internecine war. But all the perplexities of that difficult period 
were successfully met. The chief apprehension, of course, at 
such times is that the mortality rate may become excessively 
high, but this was not the casesthen; and subsequent wars 
have confirmed the lesson then taught, that the death rate 
among the people insured in times of peace is not materially 
increased by war losses. The reasons for this are many and 
interesting, but I have not space to touch upon them here. 


EpipemMics NEED Not Be FEARED 
A few years after the Equitable was organized, a terrible 
scourge of cholera swept over certain portions of the Eastern 
Hemisphere. Its spread to the United States seemed imminent, 





BUSINESS WENT ON WHILE THE EQUITABLE’S 
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and excessive losses were feared. Soon after that yellow fever 
raged in certain sections of this country and caused some 
temporary apprehension. But experience has proved that 
epidemics have little effect upon the death rate among the 
policyholders of a company whose business is properly dis- 
tributed. The reasons for this are also interesting, but here 


I can only note the fact. 


PANICS A SOURCE OF PROFIT 

I have already shown why even the most violent financial 
disturbances need not alarm any well established life insur- 
ance company, But in the beginning panics created as much 
alarm in life insurance circles as in other quarters. And the 
company with which I am connected was only fourteen years 
old when the great panic uf 1873 strewed the financial shore 
with the wrecks of business 

But 
our company weathered that 
storm triumphantly, as_ it 
weathered the panics of 1884, 
1893 1907. And it 
learned from these experi- 
ences that at such periods, 
when banks, trust companies 


firms and corporations. 


and 


and other business organiza- 
tions are forced to convert 
their securities into cash, a life 
insurance company can hold 
fast to its old investments, 
and make new investments at 
bargain-counter prices. 

Nor A Frre PAnic 

Let me, as a concluding il- 
lustration, give a brief account 
of the manner in which the 
Equitable dealt with one of 
the most sudden and unex- 
pected emergencies ever en- 
I refer to 


HOME OFFICE 
JANUARY 9, 1912 
countered by it. 

the destruction of its office building by fire. 

The old Equitable Building—occupying an entire block 
bounded by Broadway, Cedar, Nassau, and Pine streets—was 
built like a fortress. Its walls and partitions were of great 
thickness, thus wasting much of the valuable space that is 
utilized in modern buildings. It was supposed to be absolutely 
fireproof, and when it was built it was as nearly fireproof as 
any structure of its day. But it was filled with inflammable ma- 
terial, and a fire early one morning extended to a greasy dumb- 
waiter which had been used to carry food from a kitchen on 
the roof to the Café Savarin in the basement. 

At that early hour there were only one or two of the em- 
ployees of the Café Savarin and a few night watchmen in the 
building, and there was some delay in giving an alarm. When 
the firemen arrived, there was further delay because all the 
hydrants in the neighborhood were frozen, 

It was bitterly cold and a fierce gale was blowing, but 
even then the building could have been saved if the cold and 
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wind had not made a combination to destroy it. When the 
streams of water were at last turned on, the wind converted the 
water into spray, and the cold turned the spray into ice, which 
froze round the edges of the doors and windows, forming 
gigantic festoons around every opening. The water flooded the 
streets, forming great mountains of ice, but little or no water 
reached the flames in the interior of the building. 
whole structure was gutted by fire. But the outer walls stood 
firm, and confined the fire to the interior of the structure. If 
these outer walls had not been fireproof, their collapse would 
have resulted in a conflagration, which might have consumed 
the lower half of the city; for such a fire, once started in the 
gale then blowing, would undoubtedly have extended to the 
river front. 


Thus the 


PRESIDENT Day’s First THoucut 


At about half past six in the morning (it was on the cth of 
January, 1912), a watchman telephoned President Day that the 
building was on fire. The President's first thought was that 
the building contained millions of dollars’ worth of securities, 
and he telephoned to the Police Department asking for suitable 
protection. Then he hurried downtown. 

He spent the morning in a doorway on Broadway directly 
opposite the Equitable Building. There he found Police Com- 
missioner Waldo watching the fire, and there he was joined 
by other officers of the Equitable, who conferred with him, and 
then started off on various errands of importance. 

He watched a number of workmen saw the iron bars pro- 
tecting the windows of a great safe deposit company that 
occupied a corner of the Equitable Building, and witnessed 
the rescue of the president of that company, who had been 
trapped within. 


THE Day’s BusINEss UNINTERRUPTED 


Seeing that the Equitable Building was doomed, he sent 
several of his messengers to hunt up new quarters. He then 
went to a building belonging to the Equitable at the corner of 
Greenwich and Albany streets, 

Lacking space in the Equitable Building for the transaction 
of its business, the Society had put up this Albany Street build- 
ing to accommodate its clerical force. All its current records 
and most of its routine business had been transferred to that 
building. Consequently, although most of the older records 
stored in the Equitable Building were lost, the books and 
records necessary for the transaction of current transactions 
remained intact. And at nine o'clock, while the fire in the 
Equitable Building was at its height, the business of the day 
Was inaugurated in this subsidiary structure. Premiums were 
received, policies were sent out, applicants for insurance were 
examined, and the financial transactions of the day were 
attended to. Meanwhile, all the members of the Board of 
Under their 
direction the Comptroller of the Society rented three vacant 
floors at 165 Broadway, a few hundred feet away from the 
burning building. 


Directors who could be reached were summoned. 


At 12 o'clock the executive officers and the cashier moved 
from the Albany Street building to these new quarters. 
During the day some of the officers scoured the city and 
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bought a large supply of desks, tables, chairs, cabinets and 
stationery. 

lor many days the ofiicers and clerks of the Society worked 
late into the night, but as far as the public was concerned the 
business went on without the least interruption or confusion. 


AVOIDING POLICYHOLDERS’ PANIC 
Meanwhile sensational accounts of the fire were being tele- 
graphed by the news agencies to the papers all over the coun- 
try, and in the afternoon the New York papers published arti- 
cles of a very alarming character. It was that the Equitable’s 
safe contained many millions of securities; that untold wealth 
was stored in the vaults of the safe deposit company in the 
basement; and that the safes of the many trust companies, 
banks, and other corporations in the building were stuffed with 
securities. The highly colored pictures painted by the news- 
paper reporters were calculated to make imaginative people 
think that the company, like its building, was crumbling away. 
But foreseeing the effect of these exaggerated stories, the 
officers of the Society prepared a reassuring advertisement, 
stating the exact facts, and calling attention to the company’s 
stability. This advertisement was immediately published in 
the New York papers, and was telegraphed to the papers of 

all the cities of importance in the United States. 


RESPONSE OF THE EMPLOYEES AND AGENTS 

While the officers and employees in the home office were 
dealing with these problems, the field forces of the Society 
were giving an illustration of what can be accomplished by 
organization and loyalty. The men in the field might have said, 
“This is an embarrassing crisis which must be handled at 
headquarters, and there is nothing for us to do but to sit 
down quietly until normal conditions prevail again.” But this 
was not their attitude. Almost without exception, they took a 
few moments to send encouraging messages to the President, 
and then went out and wrote insurance. They argued that 
They felt that- if any 
serious injury threatened their company the best way to offset 
it would be by increasing the Society’s business ; by strengthen- 


“actions speak louder than words.” 


ing public confidence, and by proving that they were not 
alarmed or discouraged. The result was that during the next 
few days applications came in thick and fast, and thereafter 
from month to month the business 

Some the great safe containing the 
Equitable’s securities had cooled off, its contents were found 


steadily increased, 
weeks later, when 
to be intact, as was the case with the other vaults and safes in 
the building. 

Finally, this calamity was seen to be a blessing in disguise. 
A mountain of old records, which the company had no right to 
destroy, but whose usefulness had long since departed, was 
burned up; and the old building, which the company would 
have been forced to pull down in a few years, was cleared 
away. And now the offices of the company are in the largest 
and most up-to-date building in the world, where every inch of 
space is economized, and where all the departments of the 
Equitable’s business are co-ordinated under one roof. 


JUSTIFIABLE SERENITY 
Any business, no matter how stable its foundations, can be 
ruined by mismanagement. Consequently, no life insurance 
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company can hope for lasting prosperity unless its affairs are 
conducted wisely and well. But I have never known of a single 
life insurance company based on sound principles and pru- 
dently conducted that has failed; and this statement is based 
on years of observation, and familiarity with the history of 
life insurance from the beginning. 

This stability does not justify carelessness on the part of 
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the managers of any life insurance company; but it should 
give them confidence, and should justify them in believing that 
if they do their duty faithfully they need never be perturbed 
by emergencies, however sudden or surprising. 









WAR TIMES 


By Cuarctes C. DominceE, Engineer-Underwriter 


N old adage is written “In times of peace, prepare 
for war;” but the axiom of to-day should read “In 
times of war, prepare for incendiarism.” 

In peace times, the experienced fire insurance 
inspector should have a fair knowledge of building construc- 





tion, hazards, chemistry, hydraulics and electricity in order to 
intelligently advise his company whether the lines submitted to 
them are favorable or otherwise, but 
in war times his mission is consider- 
ably harder. He must delve into the 
habits, customs, nationalities and 
tendencies of the assureds and em- 
ployees; and into matters of pro- 
tection to risks. The presence of 
the “Stars and Stripes” on any build- 
ing does not necessarily signify that 
all persons within the confines of the 
premises are loyal. A casual or un- 
guarded remark or a move of a 
suspicious nature may give him a 
clue which will be beneficial not only 
to the company he represents but the 
government as well. 

Probably the most important 
feature to be brought out by the 
inspector is the guarding of the property. 
important where 


This is especially 
foodstuffs are manufac- 
tured for the use of the government, Some inspection bureaus 
have devised an exhaustive report blank pertaining to this 
subject. Many plants claim they have proper guards, and yet 


munitions or 


inspectors in some instances experience little or no trouble 
in gaining admission without interference. In fact, an in- 
spector informed the writer that he had passed the outside 
guards, inspected the plant from top to bottom, and left the 
premises without being molested. 

Building operations along certain lines are practically at 
a standstill owing to the government commandeering large 
quantities of building material ware- 
houses, ships and piers. In other lines of activities, such as 


for cantonments, 
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GUARDING ESSENTIAL WAR SUPPLIES 


machine shops, tool manufacturers, shipyards, garment manu- 
facturers making uniforms, textile workers, munition factories 
and the like, the rush of business has been so great that even 
the usual precautionary measures against fires have been neg- 
lected. Commodities such as toys, Christmas tree ornaments, 
dolls, dyes, drugs and chemicals heretofore imported are now 
being manufactured and produced in this country. Inspectors 
should be on the alert, as many of 
these concerns occupy, temporarily, 
lofts of buildings with makeshift 
equipment, and the work performed 
is in the experimental stage, with 
its serious fire hazards. 

Scarcity of labor, due to the draft 
and the inferior quality of help, 
which entails considerable night 
work, adds somewhat to the fire loss 
during these times. 

Congested freight conditions mean 
inability to receive and ship mer- 
chandise regularly, the result being 
overcrowded storage warehouses, 
piers and terminals. Here the in- 
spector must intelligently size up the 
situation and report to his company 
because of the enormous values likely to be under ore roof 
and subject to one fire. 

During the past wimer, the fire hazard along the water 
front has been quite severe; first because of ice congestion in 
the harbor and zero weather, and, secondly, because of the con- 
gestion of vessels, especially at railroad terminals. To illus- 
trate: A skipper of a small lumber-laden schooner remarked 
that when he anchored at one of our local wharves the place 
was empty, but in the morning he was surrounded by barges, 
tugs and other vessels, and one in particular was filled with 
barrels of pitch, her bow extending well over the side of 
his schooner. 

Use and occupancy insurance should be written only after 
careful inspection of the plant. Inspectors report that not 
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only are the raw materials scarce and very hard to obtain, 
but even the replacement of domestic machinery entails a delay 
of perhaps six months, 

Indirectly the war was the cause of over 800 automatic 
sprinkler equipments in New York City being put “out of 
commission” during the past winter, as the great congestion of 
freight and labor troubles caused the tremendous coal shortage. 

In conclusion, war conditions impose on the fire inspector 
the necessity of carefully inspecting and reviewing from all the 


mR han 
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usual angles, and impressing upon him the absolute require- 
ment of following up any inkling of disloyalty he may see or 
hear. 


Fe y 





AUTOMATIC SPRINKLER PROTECTION 


By GorHAM DANA 


Manager Underwriters’ Bureau of New England. 


T was the late Edward Atkinson, president of the 
Boston Manufacturers Mutual Fire Insurance Com- 
pany, who said that if we could tell where a fire 
was going to start we could place a sprinkler there 
would be enough. Unfortunately we cannot tell 
fire is going to start; in fact, they frequently 
An interesting example 


Sa) 


and that 
where a 
start in the most unexpected places. 
of this fact was a fire occurring in a Connecticut city some 
years ago in a well constructed, sprinklered building under 
which ran a raceway. The section of the basement 


mediately over the raceway was not equipped with sprinklers, 


im- 


as they were naturally enough, not considered necessary 
One day, however, the fuel oil system 
lot of oil escaped into the flume 
The burning oil floated down the flume 
When the fire 
reached the floors above it was beyond sprinkler control. 


over running water. 
went wrong and 
and became ignited. 


a 
and, passing under this building, set it on fire. 


Sprinklers over the flume might have saved it; but as it was, 
the building was destroyed. The whole theory of sprinkler 
protection may be summed up in the phrase: Put sprinklers 
everywhere and give then) a reliable and efficient water supply. 

It now lacks only a few years of the 50th anniversary 
of sprinkler protection, which was first installed in a com- 
mercial way by Parmelee about 1874. He had a piano factory 
in New Haven and objected to the high insurance rate he had 
to pay. He therefore determined to find some form of fire 
protection that would reduce the rate, and, unlike most such in- 
ventors, he succeeded. 

From the early days the principle of complete equipment 
was recognized, although some of the earliest equipments were 
installed only in hazardous rooms, such as picker and card 
rooms of cotton mills. It was soon found, however, that a 
fire starting in some other room might easily gain such head- 
way as to be uncontrollable by the sprinkler equipment, and 
the value of complete equipments was soon recognized. 


EssENTIAL FEATURES OF SPRINKLER PROTECTION 
Since 1874 there have been wonderful developments in 
sprinkler protection, even though the basic principles have 
remained unchanged. A satisfactory equipment to-day includes 
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four essential features: A reliable sprinkler head, a proper 
system of piping, an efficient and constant water supply, and 
proper maintenance. 

In the early days of sprinkler protection the sprinkler heads 
were not always reliable; in fact, judged by present-day stand- 
ards, they were quite unreliable. In many cases they failed 
to open when they should and not infrequently they opened 
when they should not. The sprinkler head of to-day is not 
open to either criticism, although a very occasional exception 
may be cited to prove the rule. Due largely to the efficient engi- 
neering force and unrivaled equipment of the Underwriters’ 
laboratories in Chicago, not really defective heads get on the 
market and the modern sprinkler head may be considered a 
thoroughly reliable device. 

While there are only eleven heads on the approved list to- 
day, the number that have been relegated to the dump heap 
is many times that number, and the number of patents that 
have been taken out is over 500. No sprinkler head not ap- 
pearing on the approved list of the Underwriters’ Laborato- 
ries has any commercial importance to-day, and this may also 
be said of dry valves and other sprinkler appliances. 

Corrosion has always been a foe to sprinkler protection ; and 
while great strides have been made in protecting the heads 
with wax coatings and glass covers, the problem cannot be said 
to be entirely solved. 
lem of maintenance. 
it is not called upon to do the same kind of work that causes 
most devices to wear out. The fact that it is constantly hold- 
ing back water ready to release it instantly when the fire comes, 


It can be considered, however, a prob- 
Age, too, affects the device, even though 


is certainly a form of work. The loss of efficiency comes about 
through the lessening of elasticity and sticking of the parts, and 
the time finally comes, as in all devices, when it must be re- 
placed. Many of the older devices went bad in twenty years 
and less, but those made to-day should last much longer—how 
long no one can safely predict. 


DEVELOPMENT OF THE SPRINKLER HEAD 


While the sprinkler head has been developed to an efficient 


device by the manufacturer, aided by the insurance 
engineer, the rules for installation have been developed 
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almost entirely by the insurance engineer, guided by expe- 
rience. Experience is the best teacher in such arts, and by care- 
fully watching the action of sprinkler systems in fires and by 
making tests of the flow of water in hydraulic laboratories the 
present somewhat lengthy rules have been evolved. While 
somewhat radical changes in these rules have occasionally been 
made, they have now reached a condition where no further 
changes of importance are to be expected—at least for some 
time to come. The preseut rules, which were first standardized 
by the National Fire Prctection Association in 1896, are now 
in use all over the United States and Canada, the Stock In- 
surance Companies and, with but slight modifications, by the 
Mutual Insurance Companies. 

In the early days it was thought to be absolutely necessary 
to have two independent sources of water supply in order to 
make a sprinkler system effective. This theory gradually gave 
way to the idea that one good supply is better than two or 
three poor ones. In other words, a_ reliable public water 
supply of satisfactory pressure is enough for a good sprinkler 
protection. A reliable supply is usually considered to be one 
that will give a static pressure of at least twenty pounds at 
the top of the system and will not drop over ten per cent 
with about twenty-five per cent of the sprinklers on one floor 
of one fire section in operation. Many underwriters have 
been misled in assuming that a water supply was good simply 
because there was a good static or normal pressure. When the 
fire occurs the pressure will drop rapidly if the water comes 
through too long runs of small street mains or is of too limited 
supply. It is almost impossible to estimate the value of a water 
supply theoretically, and careful tests by drip valves or hose 
streams are necessary to determine this most vital point. This 
is one of the most important duties of the modern insurance 
engineers and inspectors. 

CARE OF SPRINKLER EQuIPMENTS 

Perhaps the most vital factor in good sprinkler protection 
is maintenance. The insurance companies who specialized in 
this class of business in the early days were quick to realize this 
fact, and it was this that made necessary the numerous in- 
spection bureaus that the companies are supporting at such 
great cost. The average assured puts in a sprinkler equipment 
primarily to save money, and once it is installed and accepted 
he is very apt to neglect it. Unlike most devices in a manu- 
facturing plant, it is not essential to the satisfactory running of 
the plant, and it is therefore of secondary importance when 
In 
fact, many plants take so little account of a sprinkler system 


other essential work is crowding upon the man in charge. 


that they do not have a man in charge, the theory apparently 
being that such a system once properly installed is good for 
all times and can take care of itself. This is a fallacy that 
many manufacturers have learned at great cost when a fire 
occurs with a closed valve or otherwise crippled system and 
the plant is destroyed. 


Causes OF SPRINKLER FAILURES 
The most important features of maintenance are well 
brought out in the statistics of the National Fire Protection 


Association, compiled each year. The last records available 
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cover nearly 17,000 fires and show the following causes for 
sprinkler failures: 
Summary of Unsatisfactory Sprinkler Fires 
Per Cent. 
Water shut off sprinklers 


eee rT eee ee rere 27.0 
Generally defective equipment .................... 
i | 22.9 
I I feral oa dk va a sage uke snaewceee 
Defective water supply or supplies ..............0.. 9.9 
Sprinkler system crippled due to freezing ......... 2.1 
Slow operation of dry system or defective valve .... 4.1 
Slow or defective operation of high test heads ....... 1.8 
I‘aulty building construction, concealed spaces, verti- 
a ai ik sy 55 Rees weer Reus 4.6 
Be ee 6.2 
Hazard of occupancy too severe for average 
SRUGRDCT WOUIIONE owed ee ce ease ees ness 4.6 
Explosion crippled sprinkler equipment ............ 4.1 
EXpOeire OF COMMARTRUION «os ose va cc ces evodees 7.4 
NINN Ngo hls one ne Rah RES 4.0 
ce Ee ay ee ee ee ee er eee 
PN i550 os aN eae a eee 3.3 


It will be noted that “water shut off” is the most prolific 
cause of trouble, and yet this would seem to be the simplest 
thing to regulate in a well managed plant. 

It is also interesting to note from the same source that 
95% per cent of the fire: were successfully controlled or held 
by sprinklers, leaving only 4% per cent where the protect.on 
failed. 

Among other recent developments may be mentioned the 
combined sprinkler and heating systems and the sypho-chemi- 
cal systems. In the former, the sprinkler pipes are also used 
as heating pipes by circulating hot water through them. ‘The 
sprinklers are placed on special offsets to prevent overheat- 
ing and in many cases auxiliary heating pipes are also needed. 
The principal advantage claimed is the saving of cost in the 
original installation, Some 20 or 30 of these equipments have 
been installed, but their success has not been great enough to 
warrant the belief that the system has a very important 
future. 

The sypho-chemical system is an automatic sprinkler sys- 
tem fed by a 200-gallon chemical tank. A non-freezing solu- 
tion is pumped into the piping, but it is not under pressure. The 
operation of a sprinkler head causes the syphoning of sulphuric 
acid from an acid chamber into the soda solution contained in 
the tank. This causes a seaction similar to what occurs in a 
2%-gallon upset chemical extinguisher and develops a pres- 
sure of about go pounds in the piping. The system is designed 
to feed three heads or less for about 15 minutes, thus caring 
for perhaps one-half of the fires that occur in sprinklered 
risks, 


The use of the standard sprinkler system is growing 
steadily, and it seems not unlikely that the time may come 
when it will be considered a necessary part of every building 


Qo. ud tue 


classed as a special hazard. 
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SELF-INSURANCE 


Of the New York Bar anc 


TS critics say that the term self-insurance is a 
misnomer ; its opponents claim it is no insur- 
ance, but its friends know it is the oldest and 
purest method of insurance with which society 
is acquainted. The definitions of insurance 
are many and varied. 
analysis, we find they are all based, con- 
sciously or unconsciously, upon the meaning 
of the term as “making financial provision 

Thus 

apparent that self-insurance is neither a misnomer nor no 


Boiled down to a final 





against certain risks.” defined it is 
insurance, for an individual or corporate entity, without the 
aid or intervention of third parties, can create a fund, 
credit it with its insurance earnings, and charge it with its 
losses and expenses, set up reserves, reinsure, if necessary, 
e. g., Catastrophe hazards, and adequately “make financial pro- 
vision against the risks of his or its business.” being true in 
theory, the later purpose of this article is to show that in 
practice, it is being carried out to an extent little known or 
realized by the insurance or the business world. 

When prehistoric man seized a club, or built himself a 
shelter from the weather, he unconsciously became a self- 
insurer of his safety, his life and health and his comfort. Per- 
haps the earliest reference to insurance is the description by 
Demosthenes of the marine loans of the ancient Greeks, the 
rate of interest being made high enough to pay, not only for 
the use of the capital, but for the risk of losing it. The direct 
insurance of sea risks for a premium paid independently of 
loans began in Belgium about 1300 A. D. Insurance, as an 
industry or business, did not begin to flourish until the end of 
the 17th century, when the name Lloyds became the symbol 
The 


first private fire insurance office was opened in May, 1680, to 


of marine insurance throughout the commercial world. 


insure houses in London to a fixed amount, the premiums 
being fixed at 2% per cent of the yearly rent for brick houses, 
and 5 per cent for frame houses, the rent always being 
assumed to be one-tenth of the value of the fee. The first 
mutual insurance association was organized in 1684—the 
Friendly Society. The earliest known policy of life insurance 
was written in London on the 18th day of June, 1583, for 
£ 383.6.8 for twelve months, on the life of William Gibbons ; 
sixteen underwriters signed it, each severally for his own 
share, and the premium was 8 per cent. Gibbons died on the 
29th day of May, 1584; the underwriters refused to pay, and 
the first suit on a life. insurance contract originated ; strange to 


say, the courts enforced payment. 
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By R. A. Mansrietp Horps 
l 


Vice-Chairman of Self-Insurers Association 


While the suggestion of casualty and miscellaneous insur- 
ance is nearly as old as the practice of life insurance, and 
many kinds of insurance then attempted have not been found 
useful, practically the growth of these lines of insurance dates 
from 1880, when the English Parliament enacted the Employ- 
ers’ Liability Act, making employers of labor liable for injury 
sustained in the scope of the employment to an extent un- 
known to the common law, and which enactment was very 
shortly followed by similar statutes in the various States of 
the United States of America. 
workmen’s compensation acts abroad and in our own country, 


The subsequent enactment of 


as well as Iederal compensation acts in the United States, has 
again greatly enlarged the field of casualty insurance, and ren- 
dered attractive and productive the field of self-insurance to 
the large employers of labor, as hereinafter shown. 


AN Otp Form or PROTECTION 
Irom the foregoing brief and cursory review of the his- 
toric origin of insurance, it will be seen that the claim that 
self-insurance is the oldest method cannot be successfully dis- 
It was the only method antedating the dates men- 
That it is the purest is evident from the fact of it 
being the original, or only known method, from which all 


puted. 
tioned. 


other systems of insurance had their inspiration and growth. 
Insurance, as we know it to-day, could not exist save for its 
corporate existence. The conception of a corporation as an 
artificial person to hold property and support obligations irre- 
spective of the death of individuals was found in the Roman 
law and custom. The first use in modern business was, per- 
haps, the Bank of St. George in Genoa, about 1200 A. D., 
organized as a joint stock company, with transferable shares, 
whose owners were liable only to the amount of their shares. 
In England modern corporate ideas date from about the begin- 
ning of the 17th century, with the birth of the great trading 
companies. In our country we are only too familiar with cor- 
poration history, and keenly aware of the extent and ramifica- 
tions achieved by incorporated bodies in the last twenty-five 
years. Experience showed that the corporate form was the 
only competent modus operandi in the practice of insurance. 
A single risk was but a speculative wager. A great number 
of risks must be taken together to obtain a trustworthy aver- 
A capital larger than any 
had to be set aside for 
the special purpose, and confined to that business exclusively, 


age, or create a proper spread. 
individual underwriter could afford 


as a guarantee of its contracts; it also had to be held uninter- 
rupted by the death of individuals; only a permanent institu- 
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tion could be entrusted with long contracts, so it is not sur- 
prising that corporate form speedily became the vade mecum 
of insurance. To-day, therefore, with few exceptions, the insur- 
ance business of the world is. being carried on by incorporated 
bodies. 

SELF-INSURERS IN ALL LINES 


Not so, however, with self-insurance, as the term implies 
it is essentially individual, and where it is practiced by a cor- 
porate entity it is an incident to that business, and not the 
cause for its incorporation. Prior to the outbreak of the Great 
War, nearly all of the owners of the world’s mercantile marine 
were either wholly or in part self-insurers. It was common 
practice for the owner of a vessel to underwrite the whole or 
part of the marine insurance on that vessel personally, writing 
off by the year or by the voyage a certain percentage of the 
value of the vessel, until after a certain lapse of time the ves- 
sel had no book value. With governmental insurance applied 
to most of the mercantile marine of the nations at war, these 
‘ook values will have to stand revision. In many of the larger 
lines of fire insurance it has been and is the practice of the 
owner to underwrite part of the insurance. The average or 
co-insurance clause in fire policies is directed largely to this 
end. For instance, in France and Germany the owner is re- 
garded as a self-insurer for the entire value of risk not covered 
by the policy, and indemnity is granted only for that fraction 
of the loss which the amount insured bears to the whole 
amount exposed. The eighty per cent clause, with which we 
are so familiar in this country, is less logical, but may be 
accepted as approximately the best application of the principle, 
It makes possible substantial equity in distributing the cost, 
while it does not interfere with proper safeguards against over- 
insurance. 

With no available statistics, let us assume that there are 
more persons in the world without life insurance than there 
are those with policies on their lives. Those without, and 
those who carry insufficient life insurance, who are “making 
financial provision against the certain risk of death” are con- 
sciously or unconsciously self-insurers. That there are more 
of them than the usually alert insurance world dreams of is 
a misfortune. There are few more beneficent persons in the 
social body than the life insurance canvasser. How many 
self-insurers think you can be found in the personal accident, 
health insurance, plate glass, steam boiler, burglary, tornado, 
domestic animal, surety, fidelity, title, credit, loss of profits 
and the multitudinous other lines of insurance, in which fields 
millions of individuals and corporate entities are at the present 
time, consciously or unconsciously, “making financial provision 
against those certain risks” without the aid or protection of 
any insurance policy whatsoever? Sufficient, it is thought, has 
been shown to demonstrate that in all lines of insurance the 
self-insurer is a force and a quantity to be reckoned with. 
Heretofore we have met the self-insurer merely as an indi- 
vidual, or an entity acting entirely independently, without co- 
operation or co-ordination with other self-insurers. We wil. 
now consider him, in not a new field, viz., casualty insurance, 
but a sphere immensely enlarged recently by the enactment of 


workmen’s compensation acts in nearly all of our states and 
the European countries. 


When the original workmen’s compensation act in New 
York State was before the State legislature, it received—fat- 
uously, as the writer then believed, the almost united opposi- 
tion of the insurance world and the large employers of labor. 
The Ives decision by the Court of Appeals was received by the 
same interests with a pan of rejoicing—short lived, for in 
1914 the present act, much more drastic and exacting than 
the former, in point of fact the most stringent of any enacted 
anywhere, was put on the Statute books to stay, and has 
already been held by the United States Supreme Court to be 
constitutional. The present act recognized four methods of 
providing the compensation insurance therein provided for, 
or, in other words, it prescribed four classes of insurance car- 
riers, (a) The State fund; (b) Old line insurance companies ; 
(c) Mutual Compensation companies; (d) Self-insurers. The 
latter, of course, is the only one considered under the purview 
of this article. 





ORIGIN OF SELF-INSURERS ASSOCIATION 


Immediately the large employers of labor met and organized 
the Self-Insurers Association, Irving T. Bush becoming the 
first chairman. The object of the association was to furnish 
opportunity for its members to confer upon and discuss the 
many questions arising under the workmen's compensation 
laws of the various States; to promote the general welfare of 
its members and its employees in relation to such laws; to fur- 
nish to its members at minimum expense information regarding 
the administration of, and decisions under such laws, in the 
various States; to enable its members to co-operate with the 
constituted authorities under such laws, to the end that the 
greatest success in their operation might be achieved; to 
improve and facilitate the operation of workmen’s compensa- 
tion laws; to extend and perpetuate the policy of self-insur- 
ance, and to freely exchange information relative to the pre- 
vention of accidents with the view of reducing their number. 
Any person, firm or corporation, being a self-insurer, under the 
provisions of workmen’s compensation laws is eligible for 
membership in the association. 

Under the act, a self-insurer has to furnish satisfactory 
proof to the commission of his or its financial ability to pay 
such compensation. The commission requires the deposit with 
it of securities as prescribed in the Insurance Law, in an 
amount to be determined by the commission, to secure such 
liability to pay the compensation. 

Before the passage of workmen’s compensation acts, em- 
ployers did not have to “make financial provision against the 
risk of injury to employees.” The injtired employee stood on 
the same basis as that of any other creditor of the employer, 
save the general difference that a claim in “tort” has as dis- 
tinguished from a claim on “contract.” Now, it will be noted, 
and the point has been little emphasized, that the employer has 
to secure such claim—a vastly different and much greater bur- 
den. The employer does not guarantee wages; he is compelled 
to secure compensation, even though the payments cover a 
period of many years, e. g., widows and infant children. A 
claim for wages is at the risk of the business, an incident of 
that relationship, viz. compensation, is preferentially given the 
right of “security.” No fault is here attempted to be found 











Wi 


pr 
lot 
int 
bu 


me 
be 
the 


Ba 
M: 
Ele 
Ra 
Ge 
Cor 
tion 
Jev 
Ne 
Ne 
tar 
Me 
& | 
We 
Shi 
Plo 
Un 
Tel 


Rat 


the 
the 
of | 
hav 
stat 
for 
tive 
Cen 
Jan 
the 
Iau 
Dre 
and 
Con 


assi. 


busi 
bilit 

















May 23, 1918 


with the theory of workmen’s compensation; it is just in 
principle, and usually fair in practice; it is, however, anoma- 
lous, that, with scarcely a dissent, there has been engrafted 
into the working of the scheme of compensation this additional 
burden on employers of labor. 

The membership of the Association numbers sixty-two 
members at present, composed of the following, which, it will 
be noted, compose most of the large employers of labor within 
the State of New York: 

Adams Express Company, Alpha Portland Cement Co., 
American Can Company, American Car and Foundry Co., 
American Express Co., American Tobacco Co., Armour & Co., 
Art in Buttons, Inc., Auditore Stevedoring Company, Louis 
Bossert & Co., Borden’s Condensed Milk Co., Brooklyn 
Cooperage Co., Brooklyn Rapid Transit Co., Brooklyn Union 
Gas Co., Buffalo, Roch. & Pitts. R. R., Bush Terminal Co., Con- 
solidated Tele. & Elec. Sub., Cornell Steamboat Co., Cronin, 
Barth S. Co., Degnon Contracting Co., Dietz R. E. Co., Eastern 
Malleable Iron Co., Eastman Kodak Co., Edison Elec. Ill. Co., 
Electrical Testing Laboratories, Empire Engineering Co., Erie 
Railroad, Finch, Pruyn Co., Flinn-O’Rourke Co., Fuller & Co., 
George A.; General Electric Co., Holbrook, Cabot & Rollins 
Cor., Hamlin & Co., Interborough Rapid Transit Co., Interna- 
tional Harvester Co., International Mercantile Marine Co., 
Jewell Steel & Malleable Co., Massey-Harris Harvester Co., 
Newtown Creek Towing Co., New York Central Railroad, 
New York, New Haven & Hartford Railroad, New York, On- 
tario & Western Railroad, New York Telephone Co., Post & 
McCord, Inc., Postal Telegraph-Cable Co., Queensboro Gas 
& Elec. Co., Rodgers & Haggerty, Inc., Rogers, Brown Iron 
Works, Solvey Process Co., Southern Pacific Co., Staten Island 
Ship Building Co., James Stewart & Co., Syracuse Chilled 
Plow Co., Third Avenue Ry. Co., Thompson-Starrett Co., 
United Dressed Beef Co., Vacuum Oil Co., Western Union 
Telephone Co., Wells Fargo & Co. Express, and Whitmore, 
Rauber & Vicinus. 

It will be noted that the capital and financial resources of 
the foregoing combined are very much larger than those of 
the aggregate of all insurance corporations writing this class 
of business. In fact, many of the above individual concerns 
have larger assets than any one casualty company, and as 
stated they each have to deposit collateral with the commission 
for the securing of their compensation claims. 

The affairs of the association are conducted by an execu- 
tive committee of which Frank V. Whiting, of the New York 
Central Railroad is chairman; R. A. Mansfield Hobbs, of 
James Stewart & Co., Inc., vice-chairman ; Lewis R. Gwyn, of 
the American Express Company, secretary and treasurer ; 
Faulkner Hill, of the George A. Fuller Company; I. P. 
Dressel, of the American Can Company, A. J. Post, of Post 
and McCord, and John J. Cushing, of Empire Engineering 
Company, constitute the present board, with ©. G. Brown as 
assistant secretary. 


THe WorkK OF THE ASSOCIATION 


It is the purpose and aim of the association to see that no 
business with small resources or limited financial responsi- 
bility, or concerted risks, should endeavor to carry its own in- 
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It considers carefully the character of the business 
capable of sustaining self-insurance. It is apparent that only 
the large employers of labor and those with adequate financial 
responsibility should be permitted in any State to self-insure 
under any workmen’s compensation act. 


surance. 


This, of necessity, 
is for the protection of all other self-insurers. The association 
advocates the necessity of each self-insurer to establish an 
insurance fund, crediting it with the amount that it would 
normally cost for the coverage of such risk, either in the State 
fund or through outside insurance, and, of course, charging 
such fund with all losses and expenses. It also advocates that 


self-insurers should reinsure concerted risks on account of 
catastrophe hazard, thus spreading the risk and avoiding large 
The principal argument in favor of carrying self-in- 


surance is the question of expense—for instance, one of our 


losses. 


membership, to carry its risk in the State fund, at its rates, 
for the first year of the operation of the New York act, would 
have had to pay a premium in excess of $7,000,000 per annum. 
As a matter of fact, in this particular instance, its first year’s 
experience shows that its loss ratio was less than ten per cent 
of that amount. None 
of the members, it is believed, have exceeded a loss ratio 
greater than one-third of what it would cost to cover the risk 
in the State fund or straight line insurance. 

Self-insurance, as related to workmen’s compensation, 
brings the employer and employee in closer contact, at a time 


This is applicable to all self-insurers. 


when it is most helpful or valuable to both, i. e., during the 
The monetary 
payment made in these circumstances has proved a bond 
between the employer and employee, which harmonious and 
valuable relationship is destroyed or lacking, when either the 
State fund or other insurance carrier stands between the em- 
ployer and the employee. 


time of sickness, injury or death of employee. 


RELATION OF SELF-INSURANCE TO SAFETY WorK 


Self-insurance is again the most potent influence for safety 
and for the introduction and maintenance of safety devices. 
When the employer pays compensation out of his own pocket, 
he appreciates the value and necessity of safety devices. It 
teaches and has a tendency to make employees more careful, 
for the reason that the loss falls upon the employer, and a 
good employee is a conservator of his employer's interest, 
realizing that the employer cannot suffer loss without bad re- 
sults for the employee. When such losses are insured, either 
in the State fund or by means of another insurance carrier, the 
tendency is for both employer and employee to disregard them, 
since they fall upon such insurance carrier, who is without 
power to enforce safety rules or discipline among the 
employees. 

Self-insurance proves to be more economical. 
ducted at a minimum expense, and without the burden of profit 
or responsibility for other employers’ losses, which other in- 
A self-insurer pays work- 


It is con- 


surance carriers must figure upon. 
men’s compensation claims in about the same way, and with 
about the same machinery that he pays salaries or wages. An 
outside insurance carrier must create such machinery to pay 
such claims. In case of injury, it is more to the interest of 
the self-insurer to have such injured employee speedily return 
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to his work, and both employee and employer in such case 
realize that it is to the benefit of both, that an insured employee 
be quickly restored to his place on the payroll. 

The association emphasizes the fact that self-insurance is 
not for the little man or small concern with limited capital, and 
a few employees. It is not feasible for any risk where a single 
accident could create a loss that would have a serious effect 
upon the capital employed. Self-insurance is only for the large 
employer, that possesses large resources, employing hundreds 
of men, and is financially able to meet any losses which might 
be created in any one year. It is only for the employer who 
has sufficient financial stability to carry self-insurance for a 
number of years, and thus allow the law of averages to work 
out. It will be seen from an examination of the list of mem- 
bers above that any and all members of this association are 
conspicuously financially able to carry their own self-insurance. 
The association advocates the closest scrutiny, by the State 
commissions, of the applications for employers of labor to 
carry their own workmen’s compensation risks as self-insurers. 
It realizes that the failure of one to meet its obligations would 
reflect upon all. There is not, so far as is known, a single case 
on record of a self-insurer being unable to meet its compen- 
sation payments. 

To Protect THE RIGHT 

The primary object of the activities of the association is to 
perpetuate the right of self-insurance along the lines indi- 
cated, and in accordance with the various schemes of work- 
men’s compensation, in the different states in which self- 
insurance is permitted. Self-insurance is claimed as a vested 
right, which the Legislature has no jurisdiction or authority to 
deny or infringe. This seems to have received the sanction of 
the United States Supreme Court. Mr. Justice Pitney, in writ- 
ing the opinion in New York Central Railroad Company v. 
White, 243 U. S., 188, says: 

“The third clause of Section 50 (Self-Insurers) has not 
been, and presumably will not be, construed so as to give an 
unbridled discretion to the Commission; nor is it to be pre- 
sumed that solvent employers will be prevented from becom- 
ing self-insurers on reasonable terms ;” and further : 

“There is no such compulsion, since self-insurance, under 
the third clause, presumably, is open to all employers on rea- 
sonable terms that it is within the power of the State to im- 
pose. Regarded as optional arrangements, for acceptance or 
rejection by employers, unwilling to comply with that clause, 
the plans of insurance are unexceptional from the constitu- 
tional standpoint.” 

It has been found in practice that the different State 
officials charged with the administration of workmen's com- 
pensation acts have been greatly aided, and are more than 
willing to co-operate with the Self-Insurers Association, and 
thus through its medium as an organization reach the indi- 
vidual self-insurer with less effort and expense and with 
greater effectiveness. For instance, such officials find it more 
than convenient to consult and confer with the association be- 
fore introducing bills in the respective Legislatures, looking to 
changes or amendments to the basic law. In all States the 
association has worked actively and harmoniously with such 
State officials, charged with workmen's compensation adminis- 
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tration. As large employers of labor, the Self-Insurers Asso- 
ciation is closer to the situation, and more than keenly alive or 
alert to anything in the different acts or their administration, 
which benefits either the employer or the employee. 

The association, on the other hand, has done much for the 
protection of its individual members, and has never hesitated 
to intervene where it has been deemed expedient and for the 
best interests of the self-insurers. A notable instance of this 
was intervention in the case of Adams v. N. Y., O. & W. 
R. R. Co., 175 A. D. 714, affirmed 220 N. Y. 579, where the 
courts held that the commission did not have authority to re- 
quire payment into the State fund of the present value of 
death benefits under Section 27 of the New York Workmen’s 
Compensation Law, where there were widows. The Self-In- 
surers Association has again intervened in a similar question 
certified under Section 27 by the State Industrial Commission, 
where the Appellate Division decided by a vote of three to two 
in favor of the commission, and which by consent of that court 
the Self-Insurers Association have appealed to the New York 
Court of Appeals. Sometime this month it is expected that 
this cause will be argued. This appeal is conducted by the 
Association, on behalf of the self-insurers, and on behalf of 
the Mutual Compensation Companies writing workmen’s com- 
pensation in New York State, the proposed question of the 
State Industrial Commission being directed against these two 
classes of insurance carriers only. 


JUSTIFICATION OF SELF-INSURANCE 

The insurance world, at least that portion of it which is not 
farsighted, has sometimes given indication of a jealousy re- 
garding the rights, sphere and prerogatives of self-insurance, 
based fundamentally on the practical consideration, that if 
self-insurance was prohibited, such risks would find coverage 
in the straight line companies. This is fallacious, for first, as 
herein’ shown, the right of self-insurance antedates insurance 
by other means; second, it is a vested right which cannot be 
taken away, at least until the United States Supreme Court 
should adjudge to the contrary; third, should such right of 
self-insurance be abrogated the risks would find coverage in 
the State fund, under classified grouping, or in mutual compen- 
sation companies formed for that purpose, or by the organiza- 
tion of straight line companies by the individual self-insurer, 
whose financial means were large enough for the purpose; this 
latter has already transpired in connection with one or more 
of our present membership; fourth, that by the time the right 
of self-insurance should be abrogated, it would probably prove 
that the time had also arrived for the prevention of any insur- 
ance of compensation risks, other than under the supervision 
of the State, as has already happened in one of the Western 
States. 

It would be greatly to the interest of all concerned could 
there be developed a better understanding, co-operation and 
co-ordination between all classes of insurance carriers per- 
mitted under existing conditions. The field is large enough for 
them all. Of all insurance carriers, the se!f-insurers are the 
only ones who do not proselytize or seek additions to their 
ranks of membership. It is demonstrably apparent that larg: 
employers of labor can carry their workmen’s compensation 
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risk as self-insurers, at a rate that no other insurance 
carrier Can even approximate, and more efficiently and with 
better results. So long therefore as workmen’s compen- 
sation is allowed to be provided by insurance carriers, so 
long will self-insurance prove attractive to the large employ- 
ers of labor. It is little known, and does not advertise. Its 
field and scope are much greater than any one realizes, except 
they be on the inside. It is jealous of no other insurance car- 
rier or its prerogatives, and is content to work out its evolu- 
tion in its own field. It is more than happy to work in hearty 
unison and co-operation with others; but self-insurance, in this 
particular field, is a large factor and must be reckoned with; 
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its permanency and duration will undoubtedly be coincident 
and coterminous with other classes of insurance carriers per- 
mitted to write workmen’s compensation insurance. 


wt: : | 








ROMANCE AND HAPPINESS IN 


THE LIFE INSURANCE BUSINESS 


By Henrietta GURNEY PALMER 


Editor Security Agent, Security Mutual Life Insurance Company, Binghamton, N. Y. 








HE human heart naturally craves happiness. [I*rom 








the very first we reach out unconsciously for that 
which we feel will brighten our lives, whether 





it be in our work or in our play, and happy 
indeed is he who has discovered the real secret 
of the joy of living. It is of far more value than the Philoso- 
pher’s Stone, for it turns all his skies to blue, it fills his 
heart with the memories of work well done and gives him peace- 
ful rest at night. It is to that man who has found his work 
that happiness comes, and the greatest happiness comes to the 
man whose work is for others. Year by year the value which 
we place on material things grows less, but the satisfaction and 
content that come from doing for others abides. 

That person who thinks of work as drudgery, who feels 
himself a slave, who remembers the command, “In the sweat 
of thy face shalt thou eat bread,” and who has not turned that 
command into a privilege, a blessing, will surely fail in his 
quest for happiness, for he is on the wrong road. 

What work is more surely a work for others than ours? 
While each one of us musi do the work that fits, must seek 
that line of endeavor for which we are naturally adapted, when 
a man has once decided that the conserving of human life 
and ability, the care and education of the family, the oppor- 
tunity for a full life, rounded out by travel, culture, the en- 
vironment that educated people desire and that money can 
bring—when a man has once decided that these are all worth- 
while things and when he has seen that life insurance money 
brings all this into the lives of thousands, his work of securing 
applications will lead him into his Road of Happiness. 


More THAN A BusINEss 
Not only does life insurance money make possible this full 
and free and delightful life for many, but it keeps the howling 
wolf of poverty at bay, preserves the simple home to the fru- 
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gal family, it keeps the children in the school and off the street, it 
permits the mother to stay in that home and away from the 
shop. It elevates the whole moral tone of the family, for pov- 
erty breeds crime. When a family is enabled to keep up its 
standard of living it not only helps to improve the tone of its 
neighborhood and the town, but it is an asset to the nation. 
It is better to keep children in their own home under the loving 
and protecting care of their own mother than to have the 
State “mother” them, isn’t it? Can any day nursery or orphan 
asylum, or any institution whatever, take the place of mother 
love? When a man sells protection to families, to wives, to 
little children, isn’t he sowing the seeds of happiness, and 
isn’t he filling his own cup to overflowing ? 

The cold-hearted, the avaricious, the man who never has a 
vision, will sneer. He will say that men are in the life insur- 
ance business, just as they are in any other, for the money 
there is in it. It is true that men have to live. They have to 
provide for their families; they don’t refuse commissions, But 
the man whose work is not energized by the living fire of zeal, 
devotion to the cause, intense interest, the man who does not 
lose sight of the dollar mark, remembering only the cause 
itself and all his work and the work of others means to the 
people of this country, will never be great. He will never 
reach the heights. He may write some life insurance, but he 
will never be a life insurance writer, any more than a preacher 
who delivers a sermon or ministers to his people with the heart 
interest lacking becomes a “fisher of men;”’ nor the woman 
who sings a song is necessarily a singer ; nor the man who daubs 
some paint on a canvas is a true artist. 

Underneath all the work must be the throbbing hearts, just 
as the dynamo is furnishing the tremendous power that keeps 
our industries running. The power that sells life insurance 
is the heart and will power back of every effort made. “Out 
of the abundance of the heart the mouth speaketh,” a man 
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who has the vision, who knows what life insurance can do 
for you and yours, who can make you see this as well as the re- 
verse of the picture, is the man who is happy in his work, be- 
cause he is bringing happiness, he is saving homes, he is giving 
American children their rightful inheritance—his progress can- 
not be stayed by anyone. It is “onward” for him because he 
has started on the right road. Just as we are all believing and 
saying, “Right will triumph,” so with him; his message is true, 
it is bound to be heard. 





LirE INSURANCE IN THE WAR 


Do you realize at all the part life insurance is playing to 
maintain the stability of the country and to provide the sinews 
in this mad war revel? From coast to coast, all over this broad 
land; from the City building in our great metropolis to the 
farms in the far West, it 1s life insurance money that is making 
the “wheels go round.” Millions have been poured out and will 
still be poured out. It isn’t enough for life insurance money 
to maintain the little cottage and buy the children’s shoes. Life 
insurance money, through government loans, is building ships 
and feeding armies, it is helping the farmer with his crops and 
the country to run the railroads. Life insurance money is 
everywhere. The full story, all the wonder and romance of 
life insurance, will never be told, for, like love, it is the greatest 
thing in the world. Love founded it, brotherly love, the decree 
to help one another, and love makes it grow; the love of the 
fathers, and the brothers, and the husbands, and now, more 
than ever, the love of the mothers, who are taking men’s places 
in the world of work. Cat there be a greater happiness than 
to work out the divine decree through the path of life insur- 
ance? 

Do you wonder how to get this vision of your work? It’s 
a sort of genius, isn’t it? It’s what makes the difference be- 
tween the real people and the “folks.” In the course of the 
day you meet and see many people; with how many is there 
real contact? How many of them stand out in your memory? 
How many of them have something which distinguishes them 
from the herd? The few who are real, who are alive, with an 
impelling motive of some sort; the ones who have been touched 
by the divine spark, those who have a mission, who have not 
only been called but chosen. It’s possible to work and study 
and think along the one line till you are so imbued with it 
you haven’t room in your mind for very much else. That's 
what helps to make success in any one line—thinking and eat- 
ing and sleeping with the one idea, to be possessed by it. It 
was Sherlock Holmes, wasn’t it, who didn’t know that the 
earth is round? In the course of his work it hadn’t been 
necessary that he should kt.ow, so he didn’t give any room in 
his brain to that thought. 
to prove that if you are a detective and want to be a master, all 
your thought, all your power, must be spent on the one idea, 

If you are a life insurance man think life insurance. Be so 
full of life insurance and its beneficence that you naturally im- 
This doesn’t, of course, mean to be a 


An extreme example, but it serves 


press it upon others: 
bore, to solicit at inopportune and improper times; for you must 
not allow your work, your life work, in which your whole heart 
is supposed to be, to be ridiculed, to be spoken of lightly. Our 
work is too fine, it’s too high a calling, for that; it means too 
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much to individuals and to the whole country and the men who 
represent it must remember that. 
No TiME ror DiscoOURAGEMENT 

Just now, when the eyes of all and the hearts of many are 
with the khaki-clad figures on the battle front and when the 
daily papers give us much 100d for gloomy thought, it may be 
that you life insurance meu are letting down, are permitting 
yourselves to be discouraged. You may feel that because of the 
war you can’t write business. Again you are on the wrong 
road. Happiness doesn't iie that way. 

Are we not more than ever in the midst of death? Are 
not our thoughts turned constantly on casualty lists, and are we 
not hearing every day of the sudden, tragic death of our fine 
young men—young men whose life expectancy was many 
years? Doesn’t this naturally make all the stay-at-homes a 
little more thoughtful on this subject of the uncertainty of life 
and a little more ready to lisven to the eager, persuading voice of 
the man with the vision, the man who in his love for his work 
is trying to reach all who need him? 

Money is flowing in this country; the farmer, the manu fac- 
turer, has never been so prosperous. Living is high, to be sure; 
but so are wages high. People will pay income taxes this year 
who a few years ago never dreamed they would have that 
privilege. If you think there is a scarcity of money, look at 
the expensive hotels all over the country which are crowded 
all the time, look at the moving picture houses packed at every 
performance; billions of dollars are tied up in automobiles, lux- 
ury in dress is the rule. The people are spending and spend- 
ing. Does it all look like a lack of money? Think ahead, man. 
The people who travel, the people who run high-priced cars, 
the people who are constantly seeking entertainment and buying 
expensive clothing and furnishings and hiring an extra servant 
—can they not pay for life insurance? Everywhere are there 
prospects. It’s a business uf happiness, it’s a business of 
romance. The whole world is before you to pick and choose, 
your time is your own, your capital is your health, your brains, 
the knowledge you are constantly acquiring and your own 
power to bring home to your hearer all the blessings, to make 
him, for his own sake, save himself and his family. 


PoWER OF THE INSURANCE AGENT 

You have greater power than the man who writes a book 
and gives it out to the world, at least for the time being, for 
you come into direct personal contact with your audience. You 
can influence, persuade, compel; the glance of your eye, the 
tone of your voice, the magnetic power of your personality, are 
all given play and must have their effect. Keep the thought 
of your work and the wonder of it high in your mind, giving 
out this gospel of life insurance to all the world as the disciples 
of old were commanded to go forth and preach their good 
news. 

Do you know the intense joy of making a plan and carry- 
ing it through, of keeping an ideal in your mind and then 
working to attain it? Is work anything but happiness when it 
can bring you that keen satisfaction? Do you not rather 
count it a privilege and do you not forget any thought of 
“slavery”? Work is a joy, work is a blessing; it is the thing 
that gives us our raison d’étre, it is work that carries us over 
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dark days, through grief and loss. And when it can be the 
work of life insurance, when it can be this greatest thing !n 
the world, this love-work, when we know that it is because of 
our efforts, because of what we have done, that this family is 
able to send the invalid daughter South to escape the rigors of a 
Northern winter and that another family can send the boys 
to college that they may be fitted for their professions, that 
one little woman can pay off the mortgage and still maintain 
her home, and that another can have the medical attention she 
needs, is it any wonder our hearts are filled with a commend- 
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able pride and we feel a deep sense of gratitude that we have 
been the humble instrument for so much good? Life insur- 
ance? It is the oil that keeps the machinery of life in working 
order, it is the honey of existence, it takes the sting from 
death, it wipes widows’ tears and causes the orphan to smile. 


ELEMENTS OF SUCCESS IN LIFE INSURANCE 

There’s no excuse for a man to be unsuccessful in the life 
insurance business. He has everything in the hollow of his 
hand. If he fails the fault is in himself. He has simply taken 
the wrong road—for every possibility is there unlimited oppor- 
tunity, practically a virgin field (for there are millions unin- 
sured and the birth rate is not falling off )—and, besides, he has 
the greatest thing in the world to offer. Somewhere else there 
is a place for the man who fails in life insurance. Let him 
take up the thing he likes to do and work at it the right way, 
believing in himself and in the thing he tries to do, but let him 
clear the way for a real worker in the life insurance field. A 
man who can’t bring the work of life insurance to success is a 
man without the necessary faith and the vision. One must 
have both. 

Some day this war will end—for everything does come to an 
end sometime—and then again we shall see all that life insur- 
ance is and can do. We shall see life insurance money 
rehabilitating devastated countries; we shall see life insurance 
money keeping business moving; we shall see it bringing hope 
to desolate hearts and joy into lives that are now bereft. 

The happiness that life insurance brings is again demon- 
strated in the government insurance for soldiers and sailors. 





Protection for families and homes at the lowest possible rate 
is offered our boys in the service, and it is safe to say that many 
a home will be kept together in the years to come simply 
through this most wise and just provision. 


More ROMANCE THAN IN THE NOVEL 


Isn’t such work happiness enough for any man, and isn’t 
there more romance in the story of life insurance than we can 
find in the average novel? It’s life and it’s true and it fills 
the heart of the man who takes it up because he must, because 
he feels the urge, the sweep of it, and sees the need, the very 
great need of the people. 

To the man who loves the work, who gives himself to it, 
who writes applications just because he must, as a painter can 
not let the colors alone, nov a real writer be prevented from 
putting his thoughts on paper, there will come back to him 
a great happiness. “The love you liberate in your work is the 
only love you keep.” Such a man is finding expression in in- 
suring lives, in bringing to others a great blessing, exactly as 
the painter and the writer express themselves. He sees a 
crying need, he has the vision of the way to satisfy that need. 
He tells his story and he tells it in such a way it comes home 
to his listener. His road to happiness—yes, all the romance 
that needs to be crowded into any one life—comes through 
bringing this wonderful story of life insurance to others. The 
life insurance man is doing good. Can there be any greater 
happiness for any of us—isn’t it putting our lives on the high- 
est plane, this doing unto others? 

Take your rate book and your application blanks and, 
having faith and the true vision, go forth as did the knights of 
old on their crusades, knowing that you are paving the way 
for the happiness of others, and the happiness that each heart 
craves for itself will come to you. 

































































is a far cry from the restricted life insurance 
policy of the early days of the business, to the 
liberal, and all embracing contract of to-day. 
When the business was first introduced into this 
country, some eighty years after its establishment 





in England, there was but little actual experience available, 
owing to the extremely cautious manner in which the English 
companies had proceeded and the very small amount of insur- 
ance that had been written. As a consequence the first policies 
to be placed before the public were loaded with restrictions, 
especially as related to occupation, residence, travel, place and 
manner of death, payment of premiums, all involving absolute 
forfeiture in case any of the provisions were violated. Those 
first contracts were of such a nature as to discourage the taking 
out of life insurance rather than encouraging it. 

Only one form of contract was written, it being ordinary 
life on which premiums had to be paid until death occurred 
no matter how long the final event was postponed. Premiums 
had to be paid promptly on the day when due or the policy 
was absolutely forfeited, there being no provision made for 
surrender values of any description. The policyholder, 
therefore had to keep up his payments and it speedily 
became evident that in life insurance, as then presented, 
one had to “die to win.” That phrase hampered the 
development of life insurance in this country for many years 
and, indeed, it was not until the introduction of the accumula- 
tive dividend feature in the late sixties that the argument of 
dying to win began to lose its effectiveness. 

It was found comparatively early in the career of those 
companies organized between 1843 and 1851 that more liberal 
terms could be accorded to policyholders and some of the 
more rigorous restrictions were modified by means of permits, 
allowing policyholders to travel during certain seasons in lo- 
calities outside the limitations imposed in the policies, and on 
the high seas. One company was enterprising enough to offer 
a plan of non-forfeiture some ten years before the enactment 
of the first non-forfeiture law. On the whole, however, the 
modification of restrictions and the granting of greater equities 
in the contract to the policyholder proceeded very slowly and 
it was only legal compulsion which forced the companies to 
incorporate definite surrender values in their policies. The 
strong objections made to the plan of continuous premium 
payments for life finally led to the evolution of the limited pay- 
ment plan and a greater expansion of the investment idea as 
expressed by the issuance of endowment policies for fixed 
periods, and there were indications manifested that life in- 
surance was beginning to come into its own. 

During the period of the civil war and for some five years 
thereafter there was a great increase in the number of organi- 
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THE LAST WORD IN LIFE INSURANCE 


By Wo. S. BARNABY 


zations engaged in the business, so that competition naturally 
led to further liberalization of the contracts. Then came the 
establishment of the accumulative dividend plan and for the 
first time the companies were able to meet fairly and squarely 
the argument about dying to win. Under this form the insured 
agreed to forego all dividends during a fixed period with the 
understanding that a larger sum would be paid at the maturity 
date, to which would be added the full cash surrender value, 
being the reserve to the credit of the policy. This plan was 
fought vigorously by many companies and in fact some com- 
panies kept up the fight to the very end, in spite of the fact 
that their business, written on the annual dividend plan, de- 
clined while the accumulative dividend companies increased 
their writings with great rapidity. Whatever may be said of 
the demerits of this plan and the disappointment caused by the 
results falling below the original estimates, it cannot be denied 
that it brought the life insurance principle more strongly to 
the attention of the public than any other plan devised prior 
to its introduction. By legislative enactment in some states 
this form is now forbidden, but it has much of good to its 
credit and disposed completely of the dying to win objection. 

Old time contracts stipulated that death claims should be 
paid at various periods after the receipt and acceptance of 
proofs of death, ranging from thirty to ninety days, and as 
both policies and application blanks were full of restrictions, 
stipulations and warranties, claim payments were often de- 
ferred for months and months. It was therefore considered 
a somewhat dangerous innovation when one company an- 
nounced that it would pay all claims immediately on accept- 
ance of proofs of death. The plan worked successfully, how- 
ever, and now most claims are paid within twenty-four hours 
of receipt of proofs by the company. The allowing of a cer- 
tain number of days of grace for the payment of premiums, 
the privilege of securing loans and more liberal non-forfeiture 
values gradually tended to make the contracts more accepta- 
ble to the public while each year showed either a lessening 
or the total abolition of the arduous restrictions. To those 
in the business in those days it looked as though the last word 
in life insurance had been said when a company issued @ 
policy which it announced as being absolutely without re- 





strictions—a simple promise to pay. 

The contract then seems to have been standardized and 
for some little time there was no new feature brought to 
attention by any company. Close students of the business for 
many years had felt that while the company protected the 
policyholder during life, the protection was not extended to 
the beneficiary after his death, and from that thought was 


evolved the important feature of paying death claims by 1 
stalments. This made a strong appeal to the insuring public 





pa 
tor 
tel 
in 

ar 


Cas 


ved 
am 
wh 








L_ 








ie 


ie, 


le- 
ed 
of 
he 
ed 
to 
ior 
tes 
its 
on. 
be 
of 
as 
ns, 
de- 
red 
an- 
Ept- 
OW- 
urs 
cer- 
Wms, 
ture 
pta- 
ning 
hose 
vord 
> 


re- 


and 
it to 
s for 
| the 
ad to 


— 
yublic 


May 23, 1918 


as it convinced the policyholders that the protection to his 
beneficiary he had been paying for would not be speedily lost 
by unwise investments as was the case in numerous instances 
where a lump sum had been paid. Originally issued as a 
separate policy this feature is now made a part of all con- 
tracts and may be availed of at the option of the policyhold- 
er, or the beneficiary if the former does not direct otherwise. 
Instalments were later on extended to cover the beneficiary for 
life, if a fixed period was survived and was still further de- 
veloped in the form of the now popular monthly income policy 
under which the beneficiary is assured of a check each month 
as regularly as the months roll around. 

As proving that the last word in life insurance had not been 
said with the adoption of the instalment feature, the next im- 
provement was a provision for protecting the insured in case 
he became totally disabled and incapable of earning a liveli- 
hood. In consideration of a small extra premium the com- 
pany agrees to waive the premiums becoming due after the 
total disability occurs. This benefit has been further ex- 
tended by providing for the payment of the face of the policy 
in annual instalments to the insured either until the face 
amount has been paid or with a further privilege in some 
cases of paying the full sum insured in addition when death 
occurs. 

Still the last word has not been spoken. For a number of 
years past some companies had guaranteed to pay double the 
amount of the policy if the insured was killed by accident 
while traveling. This feature has now come into general 
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use and has been further amplified by providing double in- 
demnity for any form of accidental death. 

Policies of to-day are so framed as to provide for prac- 
tically every contingency which may confront the policy- 
holder. They are unrestricted as to residence, travel and oc- 
cupation, excepting only military and naval service in time 
of war, aviation or aeronautics; they provide at least thirty 
days of grace for the payment of premiums; loans may be 
obtained on the sole security of the policy; three forms of 
surrender value are available after a given period; they are 
adaptable to the needs of the insured no matter how condi- 
tions may change with him; they safeguard him against the 
inability to keep up premium payments in the event of total 
disability; they provide double indemnity in case of acci- 
dental death and, perhaps the best of all, they permit such 
a disposition of the amount due at maturity as will fully pro- 
tect the beneficiary for years after the insured has passed 
away. 

The system of life insurance, as will be seen from the 
foregoing has kept pace with the changing demands of the 
times, and perfect as it may look now, experience would seem 
to show that there is, as yet, no last word in life insurance. 
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INSURANCE EDUCATION 


IN AMERICAN COLLEGES 
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AND UNIVERSITIES 


sy W. F. Geprart * 


Dean of the School of Commerce and Finance, Washington University, St. Louis, Mo. 


1EN one makes an examination of the facilities in 

American colleges and universities for insurance 

education, he is impressed by the absence, rather 

than by the presence, of such opportunities. Nor 

is this situation peculiar to America. It is more or 

less true in all the most advanced countries. The 

simple fact is that insurance is not to any large 
extent a subject of instruction, either in the higher institutions 
of learning or in the secondary schools of the most civilized 
nations. From time to time, very impressive lists of schools 
and colleges in America are published, in which it is stated that 
instruction in insurance is offered, but upon careful investiga- 
tion it is discovered that the “instruction” is often confined 
either to a description of the course in the catalogue, or actually 
offering it occasionally in a perfunctory manner. There are not 
in the United States a dozen colleges and universities where a 
course in insurance is offered regularly, and in much fewer 
cases is it given in such a manner as to have any considera- 
ble educational value. To the college and university professor, 
the science of insurance is as much of a mystery as to the ordi- 
nary citizen. 





Nor has insurance been a subject of any con- 
siderable study to a majority of insurance agents and officials 
of the insurance companies. It is not necessary for either the 
agent or the company official to know much about insurance to 
transact the business. The few who have understood insur- 
ance have so systematized the knowledge in mortality tables, 
rating schedules, or other forms of organized knowledge, and 
the public with whom the business is conducted knows so much 
less about insurance than either the agent or the company 
official, that only in exceptional instances is any difficulty ex- 
perienced in a successful conduct of the business, from the 
One can indulge 
in glittering generalities about the Mortality table and not know 


viewpoint of both the agent and the official. 


much about the science of life insurance; and, likewise, one 
can talk about the exposure and occupancy hazard, and vari- 
ous other aspects of a fire-rating schedule, and not know much 
about fire insurance. And one can almost always have the con- 
solation of knowing that the one to whom he is talking probably 
knows much less about the subject under discussion, And if 
perchance a difference of opinion arises, it is very likely a dif- 
ference based, not upon the facts of insurance science, but 
upon a misunderstanding of what these facts are. 


EXPLANATION OF ConpITION Is DrFFICULT 

If one seeks to discover an explanation of why insurance 
has not become a subject of study in educational institutions, 
a completely satisfactory explanation is difficult to find. The 
apparent indifference can certainly not be justified on the 
ground that insurance is not of direct interest to the people. 
It would indeed be difficult to find anyone who is not, during a 
normal lifetime, immediately and directly interested in some 
form of insurance. Even though he is not a property-owner 
and has no need of fire or other forms of property insurance, 


* Author of “‘Principles of Insurance,” “Insurance and the State,” etc. 
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as an individual he needs life, accident, health, bonding, or 
some other form of personal insurance, And the chances are 
that he will at some time during his life be a possessor of some 
kind of an insurance policy. Nevertheless, there are few op- 
portunities for him to learn anything about insurance. In 
his dealings with his bank, or his merchant, he comes to know 
something about the bat.king business, the mercantile busi- 
ness, or the transportation business, but in his contact with 
the insurance company he learns very little about the insur- 
ance business. He becomes an easy prey for designing poll- 
ticians, dishonest salesmen of insurance stock in insurance 
companies. His suspicions are easily aroused, and when a Dill 
is introduced to tax insurance unfairly, to reduce insurance 
rates, to establish public insurance or other numerous “re- 
forms” of insurance, he is prone to believe that “those big 
insurance companies have been permitted to rob the people of 
the state long enough.” There is, therefore, not a business in 
the world anywhere near equal in magnitude or in direct per- 
sonal interest to the individual citizen, about which there is 
such an amazing ignorance as the business of insurance. 

And yet there are some substantial and valid reasons for 
this condition. In the first place, the science of insurance in 
some of its parts is not easily understood, and about some 
parts of it there is a superficial and superstitious mystery. 
Man is yet primitive in many of his mental processes, and when 
one begins to formulate, for example, laws according to which 
men die, he takes on the function of the gods, who give both 
life and death, Civilized man, scarcely less than primitive 
man, is a believer in chance, and to argue with the average man 
about substituting the law of regularity for what he has always 
believed to be chance is to place too great a strain upon his 
much cherished though unconscious credulity. He loves the 
gaming table, for there he indulges his primitive love for the 
sport of chance. It is, therefore, only the exceptional one who 
is instinctively interested in the scientific complexities of in- 
surance, for while we may get an enormous amount of satis- 
faction in indulging ourselves in the delusion that we are fra- 
tional, yet most of us secretly rejoice when we are relieved 
from the intolerable fatigue of thinking. 


INSURANCE Is Not A Mystery 

There is, therefore, in insurance education the first diffi- 
culty of persuading the student, whether in college or in busi- 
ness, that there is no great mystery about insurance; that re- 
current phenomena lend themselves to the rules of law and 
order ; that scientific knowledge should replace primitive super- 
stition; that death and fires and tornadoes are not collective!) 
the sports of chance, but lend themselves to the law of recur- 
rent phenomena. And yet such knowledge does not readily len‘ 
itself to popularization, except in the hands of the most skill- 
ful. Many pamphlets and addresses have been made on 
insurance for the purpose of popular education which had 
better remained unwritten or unspoken. There has been t0° 
much insurance literature and there have been too many atl- 
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dresses of a superficial, descriptive character, and too few 
of a serious nature to inform the public what the real function 
of insurance is. Too often it is too evident that a case is try- 
ing to be made out for a particular agent, a particular com- 


pany, or a particular kind of insurance, and too seldom is 


there an effort to inform the public what insurance is. If it 
could once be understood by the public that insurance is but 
a method of co-operating to do collectively what cannot be 
done individually, that by insurance blind chance becomes 
orderly law, that future losses become present gains, and 
that uncertainty becomes certainty, the public would realize 
some of the measures of the benefit which insurance of all 
known institutions can secure for them. 

The question may therefore be asked, what facilities exist 
or can be provided for insurance education ? 


CHARACTER OF SOME INSURANCE LITERATURE 


First, as regards the literature on insurance. There is a 
considerable body of such literature, but much of it is not ac- 
cessible to the ordinary student, because it is too technical, 
or because it is in a foreign language, or because it is not easily 
obtainable because it is in the form of reports or pamphlets. 
For many years, the insurance actuaries have in their associa- 
tions, or as individuals, been producing insurance literature of 
the highest order. But this literature is very largely confined 
to the perusal and study of the professional actuary. It is not 
usually written in an easily understood form and hence is 
beyond the comprehension of the ordinary student of insur- 
ance. Much of it, indeed, cannot be popularized in the ordinary 
sense, but there still remains the question whether a much 
larger part of this actuarial literature could not have been 
written for public education on insurance. The actuary is the 
truly scientific student of insurance, and he could write with 
authority on insurance matters and with that scientific view- 
point which would free his statements from any suspicion of 
prejudice or bias. Yet the public knows of the actuary and his 
literature only in a very secondary way. He is usually in the 
service as an actuary of a particular company, and this to a 
certain extent restricts his freedom to do public service, and 
the associations of actuaries sometimes take the attitude of 
a clan or of a closed corporation. Whether this is inherent in 
the very character of highly specialized scientific knowledge 
may be a question, but the fact remains that the direct and 
immediate effects of the actuaries on public education in in- 
surance are small. In English literature, excluding actuarial 
literature, there is a great dearth of good books on insurance 
for the purpose of instructing the student in general insur- 
ance, that is, in the principles and practices of insurance. 

There are many excellent reports on various aspects of in- 
surance. Not infrequently a government official, such as the 
superintendent of insurance of a state, will offer in his annual 
report an excellent discussion of some phase of insurance. But 
such literature goes the way of most government literature of 
this character. It is buried in a report and its final resting 
place is usually the basement or, along with other unused and 
dusty books, on the top shelf of the library, 

There is also more or less good insurance literature in the 
reports of insurance companies, or in special publications of 
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these companies. But these frequently have a company bias 
or need to be adapted to general instructional purposes. 

The pamphlet literature on insurance is enormous, and 
includes all grades, from worthless to excellent. But the 
sources are so numerous and the irregularity of appearance so 
great that it is almost impossible to collect the good parts of it. 
In any event, the pamphlet literature has very little effect on 
insurance education, 

Of insurance journals and papers, there are many kinds 
and qualities. In most cases, they are journals of information 
and not organs for the discussion of the scientific principles of 
insurance. This is especially true of the journals published in 
the English language. As descriptive journals, most of them 
are excellent. They concern themselves primarily with dis- 
seminating current insurance news, and therefore their value 
in insurance education is limited. 


CouRSES IN COLLEGES AND SECONDARY SCHOOLS 

It has previously been stated that insurance is not a regu- 
lar subject of instruction in any considerable number of Am- 
erican colleges and universities, and in secondary schools it 
is practically not found at all in the curriculum. Not the least 
important explanation of this unfortunate situation is the ab- 
sence of a satisfactory body of insurance literature. And too 
often the literature that is available is not known to the 
teachers and administrative officials of American schools and 
colleges. With the marked tendency during the past decade to 
introduce in American colleges, universities, and high schools 
“practical subjects” in the torm of commercial courses, insur- 
ance education in the way of formal courses has received con- 
siderable impetus. What is most needed is more good litera- 
ture on insurance and a larger number of teachers who are 
competent to instruct students in insurance. “Campaigns of 
education” occasionally organized by insurance agents and offi- 
cials, which usually take the form of a series of unrelated 
and haphazard talks on miscellaneous insurance topics, have 
little permanent value. What is needed is a number of care- 
fully thought out plans for insurance education, with con- 
tinuity of effort and systematic organization, and not sporadic 
and unrelated efforts. 

It is questionable whether there is any need of special 
courses in insurance in the secondary schools. In connection 
with the subjects now taught, much insurance instruction could 
be given if the material of instruction were available and the 
teacher were informed on insurance. Opportunity to corre- 
late insurance instruction is found in such subjects as civics, 
arithmetic, physiology, business law, and a number of other 
subjects now found in the course of study in any good high 
school. 


IMPORTANCE OF THE AGENT IN INSURANCE EDUCATION 

If one surveys, then, the whole field of insurance educa- 
tion, one is forced to the conclusion that the insurance agent 
is by far the most important factor in insurance education. The 
burden has rested upon the company and the agent of in- 
structing the public in insurance, and in all probability it will 
continue in a large way to rest there. And this will be true 
under any system of insurance. Even the most complete sys- 
tem of public insurance would have the necessary agent as 
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the most vital factor in educating the public to an apprecia- 
tion of the benefits of insurance. 

There rests, thefefore, upon insurance agents a great re- 
sponsibility, which is in part shared by the companies. There 
are in later years increased evidences of a desire on the part 
of insurance companies and agents to ally themselves in or- 
ganization for mutual benefit and, to a-certain less degree, 
public service. If such organizations will only realize in an 
increased degree their opportunities for public service in edu- 
cating legislators and citizens to an appreciation of what. in- 
surance is and the service it can render, they will not only 
remedy some of the evils in insurance legislation, but they 
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will also see an enormous increase in insurance in force. 

So long as there is human society, so long as the affection 
for family or friend exists, so long as there is private owner- 
ship of property, so long as there are risks of death, sickness, 
or loss of whatever character, so long will there be need of 
the collective assumption and distribution of risk—-and that is 
insurance. 


FRATERNAL INSURANCE FOR WOMEN 
By Bina M. West 


Supreme Commander, Womans Benefit Association of the Maccabees 


@HE Golden Jubilee Number of THE Specraror, 
which records the history of life insurance in the 
United States of America, covering a period of fifty 
years, is an event of importance in the insurance 
world, and would not be complete without some 
reference to the system of fraternal benefit societies which have 
grown up in this country during this period of time. Particul- 
larly is this true in the light of the improvement in their plans 
of operation which has taken place in recent years. 

That a society composed wholly of and managed exclusively 
by women should have been selected to present the subject of 
women in fraternal insurance in this Anniversary Number of 
THE SPECTATOR seems also particularly fitting at a time when 
the activities of women are occupying such an important place 
in the economic Irfe of the Nation. 

Life Insurance is the evolution of a principle developed and 
made applicable to the necessities of the times by knowledge 
based upon experience gained from year to year. If there are 
those who have lacked faith in what is commonly called “fra- 
ternal insurance,” one has only to point back over the history 
of Life Insurance to find that the first policy ever written by a 
company was a term contract for a period of one year, and 
that the holder had to “die to win.” The speculative and in- 
vestment features have been introduced into Life Insurance 
practice during the last fifty years, and these features to-day 
constitute the chief difference between the plans of life com- 
panies and fraternal benefit societies, the latter holding more 
closely to the rules and practices of the ancient guilds. 

As a matter of fact, fraternal or friendly societies existed 
before Life Insurance, as now understood, was known. Fra- 
ternal societies are founded upon the social principle, the neces- 
sity of providing for casualties by mutual assistance, and, as 
one authority puts it, “is assurance on its broadest and most 
rational basis." The rules of the guilds or social corporations 
of the Anglo-Saxons, framed 800 years ago, which bear such 
remarkable similitude to the rules of fraternal benefit societies 
of the present day, were framed when commerce and law were 





yet in their infancy. 
The fraternal benefit system therefore antedates the com- 
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mercial plan of Life Insurance. As a matter of principle, both 
had a common origin in the ancient guilds and friendly so- 
cieties. Life Insurance companies, as we know them, have de- 
veloped almost entirely along commercial lines, while fraternal 
benefit societies have retained the social and fraternal ideal of 
mutual helpfulness. Of late years many companies have in- 
troduced welfare work among their policyholders, have organ- 
ized health campaigns, and have developed other altruistic 
features, while fraternal benefit societies in their progress have 
incorporated business methods and scientific standards. 

The social features, ritualistic work, representative form 
of government and other fraternal and democratic ideals still 
retain their hold upon the hearts and minds of men; and these 
are the features which also have appealed most strongly to 
women. So we find that fraternal benefit societies have at- 
tracted to their ranks large numbers of women, and that among 
the largest of these societies several of them are composed ex- 
clusively of and managed by women. 

It would be difficult to say just how many women do be- 
long to these societies, for the societies which admit both men 
and women apparently do not make a separate report of the 
women who are members; neither is there immediately avail- 
able any data giving the experience of women, as a class, as 
insurance risks. 

The mortality of the Womans Benefit Association of the 
Maccabees is both interesting and valuable for several reasons. 
In the first place, it is representative of women not in any one 
particular locality, but domiciled in fifty-five States and Prov- 
inces, and subject to all varieties of climatic and social en- 
vironment. Another reason is that the association has drawn 
unto itself women of varied social status and many occupa- 
tions. For instance: 

As an example of the curious occupations in which some 
of our members are employed, we find among those listed phy- 
sicians, lecturers, musicians, meat trimmers, editors, chauffeurs, 
and even insurance agents. However, notwithstanding this wide 
variety of occupation, it appears that the majority of our mem- 
bers, probably between 80 and 90 per cent, as has been estimated 
from a study of the deaths during the last ten years, are home 
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women, and therefore the assumption would obviously be 
drawn that whatever the conditions that govern the health and 
welfare of our homes, these same conditions will determine the 
mortality experience of women. 

The mortality experience of the Womans Benefit Associa- 
tion of the Maccabees is more favorable than that evidenced in 
any of the leading female mortality investigations, with the 
exception of that shown in the Scan- 
dinavian and New Zealand _ tables. 
Our mortality experience, on the 
whole, is also lower than any of the 
standard tables of the United States 
or England. 

The study of the causes of deaths 
during the last ten years shows that 
marked variation has taken place 
during this period in the character of 
the diseases which cause our heaviest 
mortality. For instance, cancer and 
diseases of the heart, brain and nery- 
ous system have increased notably in 
the past ten years, while the number 
of deaths due to tuberculosis has de- 
creased almost one-half, and others 
have shown great improvernent. 

If those diseases which have been 
Lnproving continue to do so, and if 
medical science is able to furnish a 
check upon the more dangerous dis- 
eases in the future, we may antici- 
pate a growing gain in the number 
of years of normal lifetime and an- 
ticipate a greater saving in the mor- 
tality losses. 

It is interesting to note that the 
actual mortality of the Womans 
Benefit Association, taken on an experience of twenty-five 
years, falls below the expected of the National Fraternal Con- 
gress mortality table, which is the legal standard for valuing 
fraternal benefit: societies. 

This mortality comprises 2,434,130 exposures and 18,008 
deaths. The percentage of the actual mortality to that ex- 
pected by various tables is 80 per cent of the National Fra- 
ternal Congress Table, 60 per cent of the Actuaries Table, and 
87 per cent of our own W. B. A. Table. 

Of the twenty fraternal benefit societies having one hun- 
dred million dollars of insurance in force, four of them are 
composed of women, and the society in the United States 
which has the largest amount per capita per thousand set 
aside for reserve fund purposes is a woman’s society, the 
Womans Benefit Association of the Maccabees. 

Fraternal benefit societies for women have educated women 
to the need for life insurance and taught them an apprecia- 
tion of its value to the home. Women make persistent mem- 
bers, for they are slow to give up benefits when once secured 
and their value understood. Women are good insurance risks, 
for the homekeeper lives a life protected from many hazards 
(and this offsets the maternity hazard) which exists during 
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the younger ages. Women are earnest in their fraternal ac- 
tivities and make good fraternalists. They are conscientious 
in inviting only women who are in good health to member- 
ship, for they realize their dual contractual relation to the 
society. Women loyally give both time and effort to their 
fraternal duties—in the care of the sick and aid to the needy 
and helpless, and in carrying out constructive programmes 
for the promotion of the work, 
they give themselves whole-heartedly. 
Women members have a sense of 
ownership in a society, of which they 
are a part, and this spirit of loyalty 
and co-operation which women show 
toward fraternal society work is at 
once its greatest asset and its greatest 
strength. 

Most women earnestly practice 
the truths which fraternity teaches, 
and fraternal work brings out the 
best there is in individual character 
for human equality in suffering, in 
sorrow, and in joy. Fraternal asso- 
ciation breaks down class distinction, 
teaches tolerance, and brings out the 
noble attributes of unselfishness and 
devotion to a cause. 

Fraternal insurance, in its economy 
of management and humanity of pur- 
pose, appeals to the sound thinking 
woman. She knows that when she 
pays her rates to secure protection 
for her own family she is at the same 
time helping other families to the 
same kind of protection, and this 
mutuality appeals to her. She is not 
in it alone for what she can get out 
of it for herself, but for what it will do for others. When a 
friend or neighbor dies, and to the last has received her minis- 
trations, as officer of her local branch she carries to that home 
the check for fraternal insurance. In this way she feels that 
she is representing her association in its great work for hu- 
manity in which she herself is a part. 

The field of fraternal benefit societies for women offers 
many inducements to women, for it gives to them the advan- 
tages of organization, the privileges of self-government, oppor- 
tunities for parliamentary practice and business experience, 
and an equality with men in the business world. More than 
this, it gives to women what here in democratic America we 
are just beginning to realize is worth more to women than 
anything else in the world, and that is the opportunity to know 
and understand other women and work socially and fraternally 
with them. 

Fraternal association in business and the training it has 
given has enabled women to branch out into many other lines 
of work, and through their organization experience has 
equipped them for the many responsible positions which to-day 
and for many years in the future the women of America will 
be called upon to fill. 
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Formerly Manager of the Western Department of THE Specrator* 


ROBABLY few, if any, of the present readers of THE SpEc- 


Q TATOR recall the fact that THe SPECTATOR made its first ap- 
C- pearance in Chicago, and for the first year and a half of its 
existence the only offices maintained were in that city. 


The enterprise was launched in January, 1868. The paper 
met with instant success; large Eastern insurance interests soon pre- 
vailed upon the enterprising publishers to remove to New York, and the 
paper was continued for many years as published simultaneously from 
New York and Chicago. Bya strange coincidence the first office opened 
in New York was located at Nos, 156-158 Broadway, the Chicago office 
at that time being at the same street numbers—156-158 Washington 
street. 

The publishers were not long content to devote their entire energies 
to THE SPECTATOR, and soon engaged in publishing insurance charts and 
pocket registers. Do you remember those wall charts showing at a 
glance the financial standing of the various fire and life insurance 
companies? They were on cream-colored paper, about 2% feet by 3% 
feet, with red border. They were for many years seen on the walls of 
all insurance offices. The Pocket Register gave the same information 
on a large blanket sheet, which was folded into a tag cover—not the 
convenient form of the present Pocket Index. 

Then the Insurance Year Book. In the early days it embraced fire, 
marine and life insurance—was perhaps fifty pages thick, and sold 
for fifty cents, paper cover, and seventy-five cents, flexible cloth cover. 
At present it is published in two volumes—Fire and Marine and Life 
and Casualty—about 1300 pages each, and sells for $8 per volume. 
Some difference! 

Another popular publication was styled “Leaflets for Life Insur- 
ance.” These consisted of short essays by well-known writers; for 
instance, one by Horace Greeley, entitled “Why Lives Should Be In- 
sured.” Millions of these leaflets were used by the life insurance com- 
panies and agents in the early days of American life companies in 
educating the public to the benefits of the protection afforded. In addi- 
tion, the publishers conducted a general publishing business of instruc- 
tion books on all branches of insurance, as well as handling all foreign 
publications on the subject, 

At the time THE Spectator commenced publication, all cities and 
many towns supported local fire insurance companies, property-owners, 
as a rule, favoring their home companies. The official record for May, 
1868, shows that Chicago fire premiums amounted to $159,509.90, indi- 
cating annual premiums of two million dollars. The greater part of 
this was acquired by Chicago local companies, of which there were 
quite a number. A list of the Western departments maintained by the 
companies doing an agency business embraced the following : 

In Chicago—Hartford Fire Insurance Company, G. F. Bissell, 
manager; Yonkers and New York, A. Williams, manager; Insurance 
Company of North America, Case & Heywood, State agents, Illinois, 
Wisconsin, Minnesota and Iowa; Continental, R. J. Taylor, manager; 
Security of New York, W. H. Cunningham, manager. 

In Cincinnati—E£tna, J. B. Bennett, manager, 1868; F. C. Bennett, 
1869; Phoenix of Hartford, H. M. Magill, general agent; Royal, John 
H, Law, manager. 

As indicating the extent to which the local companies controlled the 
premiums, we cite the following from a report made to the creditors 
of the Merchants Insurance Company of Chicago in 1872, following 
its failure in the great fire of ’71: William E. Rollo, receiver, placed 
the assets at $710,364.30, and the liabilities at $5,666,717.40, being prob- 
ably two to two and one-half million dollars in excess of the losses 
incurred by any other American or English company, and the Merchants 
was only one of a number of Chicago companies whose losses reached 
six or seven figures. 

As an interesting comparison, the great Equitable Life of New 
York advertised on January 1, 1868, assets of nearly six million dollars ! 
To-day they are given as 576 million dollars!! 


* Mr. Bishop has been, since 1889, city manager of the Chicago and suburban 
department of the Northern Assurance Company of London. 
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Naturally, it followed after the Chicago fire, local companies were 
not so popular, either there or elsewhere, and it was then that the 
non-resident companies commenced to take precedence. All of the 
Illinois companies failed in this fire, and a large number of outside 
companies as well; the companies that survived were slow in resuming 
business in Chicago. General Shailer of New York was engaged to 
reorganize the fire department and water supply of the burned city, 
after which many of the Eastern companies commenced to write 
business again in Chicago. The Boston conflagration in 1872, followed 
by another small conflagration in Chicago in ’74, still further discour- 
aged the companies, and a number of them withdrew their Chicago 
agencies a second time. Aside from these two disastrous fires the 
business for several years was very profitable throughout the United 
States. The companies gradually re-established agencies in Chicago, 
finding that the rebuilding of the city was going on in a substantial 
manner. 

We remember one company—The Franklin of Philadelphia—which 
persistently declined to return, although its officials were constantly 
visited by enterprising Chicago agents who were anxious to represent 
them in the West. Bear in mind that at this time the agencies were 
sole agencies, and were of considerable value to the local agents. 
Eastern and foreign officials visiting Chicago were wined and dined by 
local agents, and all sorts of influence used to secure representation. 

In those days the agents were perhaps more properly classed as 
“underwriters,” being responsible for lines accepted, forms of policies 
and rates, under general instruction from the home office, and the 
business acquired by local agents in those days was almost entirely what 
is known as “direct” business, each agent securing his order from the 
assured. Attempts were made to induce agents to recognize insurance 
brokers. An item published in March, 1868, read as follows: 


The insurance agents of Chicago have held a public meeting and 
resolved to do business only with the parties direct who want insurance, 
they attributing to the shysters the corruption and villainy that resulted 
in so much incendiarism there. 


As the companies wrote comparatively small lines, the assured 
would be unable to obtain full coverage even if one or two should 
recognize the brokers, the other agents declining to write. 

A list of those engaged in the insurance business at the time THE 
SPECTATOR was established and who are still engaged in the business 
in Chicago would include the following: Charles E. Affeld, I. S. 
Blackwelder, H. C. Eddy, J. C. Griffith, Fred S. James, H. H. Walker, 
William S. Warren, J. L. Whitlock, H. H. Heaford, J. F. Marshall, 
R. N. Trimingham, Herbert Darlington, Thos. E. Fry, S. A. Harvey, 
L. O. Kohtz, J. H. Moore, James L. Ross 

Among those engaged at that time now retired, but still in the land 
of the living, are Thomas S. Chard, R. S. Critchell, W. J. Littlejohn, 
Joseph M. Rogers. 

The writer’s personal contact with the insurance business and 
insurance publications commenced in the early seventies, and it is re- 
called that a trip to New York consumed two nights and one day on a 
fast train. The shopping and theater districts were around Union 
Square and Madison Square. The popular hotels were the Fifth 
Avenue, The Astor House, St. James, St. Denis, Hoffman House, Hotel 
Brevoort. New York then maintained a great many more local in- 
surance companies than at the present time. Their offices were located 
almost entirely on Broadway—a few on Wall street. We recall the 
great glue manufacturer Peter Cooper, who was also president of the 
Peter Cooper Fire Insurance Company, daily visiting the company’s 
offices in a brougham, sitting in it on an air cushion, which he carried 
on his arm into the office. 

In Chicago the local agents all considered it an essential matter 
to have their offices on the bank or ground floor; almost all of them 
kept a horse and buggy, which they used when visiting their customers, 
the lumber district, Union Stock Yards, and many of the manufacturing 
risks not being readily accessible by the old horse cars, which you may 
remember in those days in the winter time had the windows covered 
with frost, and the floors covered with sour hay, the latter in an 
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Our territory is not widely scattered. We 
do business in only a few states, those nearest 
our Home Office. In this way, we are enabled 
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effort to make the passengers comfortable in the absence of heaters. 

Stenographers and typewriting machines were unknown; a very 
few employed what were called an “amanuensis’; a printed form of 
policy was rare indeed, practically all policies being written out in long 
hand. Policies covering stocks of merchandise usually read, “on their 
stock in trade, hazardous and extra hazardous,” these latter terms being 
defined in a printed list on the back of the policy. Policies covering on 
the contents of a dwelling would be itemized, and read something as 
follows: $350 on household furniture, beds and bedding; $200 on 
family wearing apparel; $1co on watches and jewelry in use; $150 on 
pianoforte; $75 on printed books and music; $75 on pictures at not 
exceeding cost; $65 on sewing machine; $35 on fuel and family stores. 

Fine opportunity for the adjuster!! Closet fires and total losses 
were unknown in those days. The purchaser of a policy covering 
building or household effects would be furnished with a tin house- 
plate, which was to be nailed on the building insured. It was not 
unusual for the customer to walk off with the house-plate and leave the 
policy in the office, thinking the plate was the more important. It was 
not unusual for agents to charge a policy fee, and also make a nominal 
charge for endorsements, transfers and assignments. Policies were 
usually paid for upon delivery. Policies, letters, accounts current were 
all written in long hand, and good penmen were in demand. Bills were 
filed by folding over a paper cutter and backing them up with the 
name and date. 

One of the most profitable lines of insurance the writer has ever 
known of was mess pork insured while out on the prairie covered with 
a tarpaulin, back of the packing houses. As the banks had loaned 
money on this they required insurance from the owners, who were 
charged the short rates of one per cent, and there is no record of any 
loss ever having been paid by the companies. 

Matches were expensive, and we recall that most households kept 
on hand a quantity of paper tapers, lighting one, and going from 
fixture to fixture lighting the gas. 

Elsewhere in this issue is a reproduction of a photograph of some 
of the members of the Chicago Board of Underwriters taken in 1872, 
the original having graced the walls of the Board rooms for the last 
forty-six years. Of the twenty-five whose faces appear only two 
survive—one, R. S. Critchell, not now actively engaged in the insurance 
business, the other, James L. Ross, his picture being in the center of 
the group; he started in Chicago local agency business in 1866, and 
has been engaged continuously without change in the firm name, James 
L. Ross & Co. 

Mr. Ross was eighty years young on December 31, 1917, and his 
wife tells me that she can recall only one day in the almost fifty years 
that they have been married that he has failed to visit his office—a 
notable record! 

The agency of R. W. Hosmer, established in 1867, is still in exist- 
ence, with the firm name unchanged, Mr. Hosmer having passed away 
last year. He started in the business in ’62 in Boston, opening a branch 
office in Chicago in ’65 for Dobson & Co, of Boston and his own agency 
two years later. The agency of Thomas & W. A. Goodman, established 
in 1871, still continues under that name, a grandson, W. A., being the 
present owner, . 

The Nestor of the local insurance business is James H. Moore, at 
the time of the photograph a member of the firm of S. M. Moore & Co., 
and still hale and hearty and the senior member of the present firm of 
Moore, Case, Lyman & Hubbard. He entered the insurance business in 
1863 with the local agency of L, D. Olmsted & Co., which the firm of 
S. M. Moore & Co. succeeded. 

Fred S. James, the head of the large local and general agency of 
Fred S. James & Co., entered the business in 1864; he is now, as he 
has always been, an important factor in the business. 

The dean of the companies’ officers is H. H. Walker, who engaged 
in the local business in 1859, going with the Home of New York in 
1865, being at the present time manager of that company’s farm depart- 
ment, with offices in Chicago. 

In those days there were a number of agents representing com- 
panies which were not members of the local Board; they were always 
referred to as “non-boarders.” They sold their policies for more or 
less of a shade from the Board rate, and the competition was exceed- 
ingly keen. Most agents were equipped, as at present, with THE 
SpecTATOR Pocket Index, and with this educated the banks, loan agents 
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and credit men as to the desirability of the Board companies, so that 
to this day many institutions are entirely satistied when they are assured 
that their policies are all carried by Board companies. They do not 
know that the local Board at this time embraces all but two of the stock 
companies doing business in the city. 

In later years, when the insurance brokers first forced recognition, 
they were not extended the credit they are able to demand at the 
present time. The writer well recalls when the brokers took policies 
from the office one day and the next day would exhibit the policies 
themselves that they had been unable to deliver and collect the pre- 
mium for. For those they had collected they would turn into the 
cashier the identical money they had received from the customer, and 
the cashier initialed the book in which they kept a list of the policies. 
Good old days! As early as ‘72 the old Bryan block was referred to 
as the “Insurance Exchange,” that building being tenanted almost en- 
tirely by local agents. 

The first insurance column in the daily newspapers appeared, we 
believe, in the Chicago Daily News in the seventies. The present 
general manager of the Associated Press, Melville E. Stone, then 
editor of the Daily News, paying the writer of this article for a column 
once a week. 

The company organization, The Western Union, was formed in 
1879, largely through the instrumentality of Thomas S. Chard, then 
manager of the Firemans Fund of California. He is not now active in 
the business. 

Liability insurance was unknown in the United States until 1886. 
It is recalled that the Employers Liability Assurance Corporation of 
London entered at that time, and appointed Charles W. Drew & Co. as 
Chicago agents. Everyone was anxious to know what kind of 
insurance it was. General Drew said, “I do not know myself; but I 
have had a commission and supplies sent me by a friend, and I will find 
out.” Now premiums for this kind of insurance run into the millions. 

The advent of the telephone worked a revolution in the conduct 
of the business. The first commercial exchange, we believe, was put in 
operation in New Haven in 1878; in Chicago in 1880, typists and stenog- 
raphers completing the transformation so far as the manual labor is 
concerned. 

Automatic sprinklers, fireproof construction, reinsurance treaties, 
multiple agencies and company annexes practically upset and changed 
all customs heretofore referred to. By the way, have you ever been 
informed that the idea of automatic sprinklers originated with the 
actor Boucicault? Way back in January, 1868, we find the following 
item published : 

NEw 

Mr. Boucicault offers a plan for putting out fires in theaters which 
may be of use in other cases. He says nothing puts out a fire so 
quickly as a heavy shower; not only does the water fall on every point, 
extinguishing the fire, but the steam smothers it, and the water and 
steam deprives it of the air necessary for its support. He proposes, 
therefore, to roof the theater with water pipes closely perforated with 
small holes—to convert, in fact, the whole stage into an immense 
shower bath, which could be turned on at the first alarm. 


PLAN For Puttinc Out Fires 


If Mr. Boucicault was guilty of originating the automatic sprinkler, 
he certainly succeeded in reducing the local agent’s income materially, 
at the same time adding largely to the companies’ profits. The local 
fire insurance agent of the present day would experience a great deal 
of trouble in making a living with all the large valued buildings either 
sprinklered or fireproof, or both, and paying brokerage on a very 
substantial part of his premiums, were it not for the side lines which 
he formerly side-stepped—liability and compensation insurance, auto- 
mobile, burglary, plate glass, etc., heing his salvation. 

What would some of the old conservative underwriters of the 
seventies and eighties—for instance, “Father” Goodman, Henry Brown, 
General Drew or C. H. Case—say if they could see the policies of 
to-day, issued by a single company for as much as a million dollars on 
a group of sprinklered mercantile buildings: for two or three hundred 
thousand dollars on a single special hazard; for one hundred thousand, 
against explosion, on a grain elevator; or for three or four hundred 
thousand dollars on a manufacturing risk, covering explosion, use and 
occupancy? Or the signature of one local agency firm for one hundred 
thousand dollars’ worth of the third issue of Liberty Bonds? 

Certainly THE Spectator has had many changes to record during 
the period from 1868 to 1918. 
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Financial Condition 
April Ist - - 1918 


Gross Assets 
$4,224,197.80 


Reserve Deposited 
with Insurance 
Department 


$3,563,079.33 


Insurance in Force 


$31,009,648.00 


Gross Surplus to 
Policyholders 


$418,377.00 
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Sight draft for burial 
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Double Indemnity 


Total Disabiléty 








Beneficiary Insurance 


Loan Insurance 





RESERVE LOAN LIFE INSURANCE COMPANY 


INDIANAPOLIS, INDIANA 


The 24 Hour Company 
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FIRE PREVENTION ON THE CANAL ZONE 


By C. A. McILvaInE 
Executive Secretary, Canal Zone 


WHERE is no designated “Fire Prevention Day” 
on the Canal Zone, because every day is liter- 
ally fire prevention day. Prevention is the 
policy of fire protection in the Zone and the 
whole system is aligned to this end. 

All of the permanent buildings are of con- 
crete and tile construction, with tile roofing, and arranged 
throughout with regard to practical fireproofing. The frame 














FIRE DEPARTMENT HEADQUARTERS, CANAL ZONE 


structures must, by law, be placed not closer than fifty feet apart 
for one-story buildings, and not closer than 100 feet for higher 
buildings. Special regulations cover the construction of 
garages, storehouses, etc. Wiring, plumbing, setting of stoves, 
etc., are all under close regulations. Grass must be kept cut 
around the buildings and collections of scrap paper and other 
rubbish are completely forbidden. 

The rules are enforced strictly by means of daily inspec- 
tions. There is no quibbling, no delay in compliance with or- 
ders issued by the fire department. The fire and police ser- 
vices are under the command of the same head, and any appeal 
from his orders which may be made goes to the Governor. The 
Governor’s word in such matters is law. 

All land and practically all buildings in the Canal Zone 
are the property of the Government; such other buildings as 
have been erected by companies on licensed lots are similarly 
under complete control with respect to fire protection. Imme- 
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diate compliance with any fire regulations is secured by the 
ability of the Government to cancel the lease. As a matter of 
fact, this is never necessary; the companies are large organi- 
zations, under intelligent management, and there is none of the 
obstruction by ignorance and hostility to government which is 
encountered in ordinary civil communities. 

The Army posts have their own fire protection systems, 
patterned on practice in all their camps. The service of the 
soldiers is supplemented at all times by the regular fire de- 
partment of the Canal Zone, and all building laws and other 
protective regulations apply to Army structures. The water 
supply system throughout the Zone is equipped with high pres- 
sure pumps for fire fighting. 

The fire department has three central stations, with reg- 
ularly paid companies, equipped with steam and motor engines 








VIEW OF HOSPITAL AND GROUNDS, CANAL ZONE 


and hose and ladder apparatus. In the smaller towns there are 
a few firemen on duty at a station who call on enrolled volun- 
teers in time of need. The volunteers are paid $1 an hour 
for fire service. 

The large stations are at Balboa and Ancon—nine men each 
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Don’t Waste Sleep 


Turning, tossing, restless sleep on an uneven, un- 
comfortable mattress is wasted. You're tired in 
the morning—you're handicapped ail day. 


Ostermoor Mattresses are built, layer by layer, 
for good restful sleep. Soft, elastic, readily con- 
forming to the curves of the body, they give rest 
to every muscle. Being built, not stuffed, the 
Ostermoor Mattresses do not get out of shape. 
Try an Ostermoor and you'll never go back to 
the old-fashioned stuffed mattress. 

For sale at the best stores. Write for our 144-page catalog, “The 
Test of Time,” and samples of ticking—sent Free. If your dealer 
cannot supply you, we will ship direct to your home by express 
prepaid. Mattress securely packed in leatherette paper and bur- 
lap. Safe delivery guaranteed. 


OSTERMOOR & COMPANY 
122 Elizabeth Street New York 
Canadian Agency: Alaska Bedding of Montreal, Ltd., Montreal 
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for towns of 1875 and 3075 inhabitants, respectively 
Cristobal, thirteen men for a town of 4650 inhabitants. 

Ancon and Balboa are adjoining communities, forming 
practically one town of about 5000 people, with two stations. 
Balboa is the central station, with Ancon as a substation. All 
of the 33 alarm boxes in the Ancon-Balboa district are on the 
same circuit. The circuit runs to both fire stations, to the cen- 
tral office of the fire department, to the pumping station, police 
stations, and to the residence of the Fire Inspector who is, un- 
der the head of the combined Division of Police and Fire, the 
chief of the fire department. 


and at 


The area of the district is about 
The foads are excellent and a motor fire 
engine can reach the most remote alarm stations within a few 
minutes. 

At Cristobal the company consists of thirteen men, with 
horse and motor engines, and hose and ladder. The fire alarm 
system is similar to that in the Ancon-Balboa district. 

At Gatun, with 2500 people, exclusive of the soldiers, there 
are five men in the company, and they have the assistance of 
In Pedro Miguel, with 


five square miles. 


a volunteer company of twenty men. 
about 2,000 people in the area, two firemen have the assistance 
of a volunteer company of 40. At Paraiso, 1600 people, one 
fireman with a volunteer company of twenty is sufficient. 

All of the towns are in ready communication, and all are 
situated on the Panama railroad, which runs across the Isthmus 
from Colon to Panama, 47 miles. For any large fire, equip- 
ment can be rushed from one town to another. Tugs equipped 
for fire fighting can assist in the protection of shipping and 
of the terminals. In all, the force consists of 42 paid men 
and 122 enrolled volunteers, a total of 164 men who are 
drilled for firefighting. 

The expenditure on the fire department during the last 
fiscal year, ending June 30, 1917, was $71,087.59. This was 
made up of $58,964.49 for wages and $12,123.10 for supplies 
and services performed by other departments. 

The total number of fires during the fiscal year was 104. 
Nine false alarms were sent in. The aggregate of the losses 
in these fires was $3,190.25. The property directly endangered 
by them was appraised at $1,044,752. Actual losses amounted 
to .305 of one per cent of potential losses. 

The total value of the property of the Canal on the Isth- 
mus outside of the Army posts protected against fire by the 
Canal Zone fire department is approximately $75,000,000. The 
annual expenditure, slightly under $75,000, is at the ratio of 
approximately $1 for each $1,000 worth of property. The pro- 
perty included in this summation comprises buildings, piers, 
coaling plants, power plants, fuel oil plants, steamship and 
other floating equipment in the service of the Government, 
railway trucks and rolling equipment and stations, and goods in 
storehouses. It is a fair approximation of the properties liable 
to damage by fire. 

The excellent workings of fire prevention on the Canal 
Zone could probably not be duplicated in any other territory 
of similar size. Natural conditions, building arrangements, and 
governmental control all conspire to the end of preventing fire. 
The same system which has cleaned out the yellow fever and 
the plague and made flies almost rare in a country of continu- 
ous stmmer is the system which keeps the premises orderly 
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and clean, sells only safety matches, constructs all buildings 
with an eye to fire prevention. The central element is central 
ownership and control. 


dit 


To prevent the water in fire barrels from freezing, and to 
keep it sweet in a climate with a maximum of 20 degrees below 
zero, add four pounds of calcium chloride, or a half a pound 
more if cold is liable to drop to 30 degrees below. When this 
non-freezing solution is used, the inside of the barrels should 
be coated with asphaltum, or a mixture of paraffin and rosin, to 
prevent the staves from shrinking. 

Any barrel of about 50 gallons capacity (with wooden hoops 
if an acid non-freezing mixture is used), provided with a 
hinged or free cover and properly painted to preserve the wood, 
can be called standard. 

Fire buckets, round bottomed, of galvanized iron, or of com- 
position, well painted, never to be used for any other purpose, 
are standard. They may 
be hung up close to or placed bottom up on the barrels cover. 
The barrels should be always kept full. 


One foot in diameter is best size. 








THE 


WILLIAM H. KENZEL CO. 


FIRE INSURANCE AGENT 


Representing at 79-83 William St., New York 


Franklin Fire Insurance Co. of Philadelphia 
Equitable Fire & Marine Ins. Co. of Providence, R. I. 
Granite State Fire Ins. Co. of Portsmouth, N. H. 
Commerce Insurance Company of Albany, N. Y. 
Imperial Assurance Company of New York 
Humboldt Fire Insurance Co. of Pittsburgh, Pa. 
Allegheny Fire Underwriters of Pittsburgh, Pa. 
Caledonian=American Insurance Co. of New York 


Representing at 154 Montague St., Brooklyn 


London Assurance Corp. of London, England 
Norwich Union Ins. Society of Norwich, England 
Granite State Fire Ins. Co. of Portsmouth, N. H. 
Commerce Insurance Company of Albany, N. Y. 
Mechanics Insurance Company of Philadelphia, Pa. 
Pennsylvania Fire Ins. Co. (Suburban) 




















